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Performance
and Responsability

Dear Reader,

We are pleased to present the Michelin Performance and Responsibility Report.

This report is intended for our teams, customers, shareholders, and all those wha, in
one way or the other, are interested in Michelin. This is a 360° analysis, carried out in
the light of our Company values. We are fully aware that, today, expectations
vis-a-vis companies cover a wide range of issues. We must be in touch with these
expectations, and therefore we must be able to explain our mission in the best
possible way. How do we generate wealth? How to fulfill our responsibilities around
the world? How can we forge ahead and progress? The regular publishing of such
Performance and Responsibility reports will allow to assess the road traveled together.

Michelin is a company. It is a Community of Men and Women whose future
and development depend on the constantly renewed trust of its customers
and shareholders.

Michelin is now 114 years old. Since 1889, our mission has been to contribute to the
progress of the mobility of goods and people. This is our entire “raison d'étre”, our
service given to society at large. How ? First by offering the best possible tires to all
our customers and by putting our know-how in vehicle mechanics at the service of
vehicle manufacturers,

The tire, which is the sole point of contact between the vehicle and the ground,
represents a crucial piece of equipment in terms of mobility and road safety.

No flaw can be tolerated. Our prime objective is therefore to manufacture a safe,
high-performing and economical tire. However our contribution to overall road
activity goes far beyond that and includes: tire-related products, assistance services,
information services, etc.

Gradually, over a little more than a century, we have gained 20% of the worldwide
market share in our sector. Michelin has become one of the best known brands in
the world. Our future is more than ever linked to our ability to maintain the balance
of interest between Customers, Personnel, and Shareholders that we have managed
to achieve —with constant adjustments of course— all through our history.

This balance is fragile. Very fragile. For small or large companies alike. As proven on a
daily basis by the creation and demise of numerous companies.

To continue to exist is a challenging endeavor; and in this field, performance is the
operative word.

To excel in a durable way requires that we maintain a sense of responsibility, which
implies first of all that we be honest with all of those on whom the Company has a
direct or indirect impact: customers, suppliers, local communities, etc.

PERFORMANCE AND RESPONSIBILITY! These two words perfectly describe the
economig, social, environmental, and ethical requirements with which to pursue our
daily activities around the world.

Historically, within our Company, we have materialized these requirements through a
set of values: respect for Customers - respect for People - respect for
Shareholders - respect for the Environment. With in each case a fundamental
requirement: respect for Facts.



René Zingraff v ’ édéuérd Mrché/iﬁ

In particular, we are aware of the importance of the contribution of our Company
to the movement of people and the trading of goods, inseparable from social
development.

In 1900, there were 8,000 automobiles worldwide compared to 800 million today.
And there could be more than two billion at mid-century. However, due to the effi-
ciency and incomparable flexibility of roads, the price to pay for this growth has been
sharp criticism concerning the road sector: congestion, pollution, accidents. ..

Our efforts are aimed at making the need for mobility compatible with demographic
changes, the evolution in life styles, growing urbanization, along with the
environmental situation and the evolution of our energy resources.

Solutions do exist! We are promoting them.

Facts.

When, in 1946, we invented and launched the radial tire, we contributed all at once
more safety, increased durability, 30% reduction in rolling resistance and thus a
significant decrease in fuel consumption. In 1992, —year of the Rio Summit- the
green tire was developed and launched contributing an additional 20% to 25% gain
with identical positive consequences on fuel consumption and pollution. And prog-
ress continues —performance, safety, ... — from one generation of tire to the other.

A high level of economic performance is essential: it shows the good health of the
Company. This allows to pay back our shareholders for the risk they take at our side,
and to carry out a dynamic investment policy contributing to the development of our
Company and of all its employees. But as shown by our corporate values, economic
performance is not our Company’s sole driving force. |

In Europe, when we set up a structure to assist companies located near our own
production sites, we help generate several thousand jobs. When in America, Asia, or
Africa we organize road safety campaigns, provide training and education means to
our employees, ensure the preservation of parcels of primeval forest located on one
of our rubber plantations, take part in the life of local communities, we are simply
remaining faithful to our values.

And we are now realizing that our values have never been so in line with
the aspirations of the present-day world! We know that we can count on the guality
of the Michelin teams to keep them alive.

Performance and responsibility? YES!

2 ﬂwPf“p/”“/

Edouard Michelin

> A message from
the Managing Partners



Tire life stages
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» Michelin:

1 - Michelin Group
worldwide presence

Michelin's main activities, tires and support services {distribution, assistance
to users, etc) represent 98% of the Group’s Net Sales. Suspension systems,
mobility assistance services, tourist publications (guides, maps and atlases)
and by-products bearing the Michelin brand name make a 2% contribution
to total business.

Worldwide tire market on long-term growth trend...

The worldwide tire market, currently posting constant fong-term growth,
has more than doubled in 20 years, to $70.6 billion in 2002, 85% of which
is generated by the Passenger Car and Light Truck market (925 million tires)
and the Truck market {115 million tires).

This market is evenly balanced between Europe, North America and Asia,
with these three continents representing 88% of the world market. Asia
(excluding Japan) currently represents 20% of the world market and has the
greatest growth potential.

. regional markets more sensitive to local economic
conditions

After an initial slowdown in 2001, tire markets continued to lose ground in
2002, but signs of recovery appeared in late 2002. The tire market analyzed
by geographical zone reflects the local dynamics of 2002:
- in North America, consumption picked up again in the first half of
the year;
- in Western Europe, sluggish domestic demand;
- in Eastern Europe, solid growth;
- in Japan, moderate growth, linked to exports to the United States;
- in the rest of Asia, solid growth, particularly in China, with a
regular 15% annual increase;
- in South America, demand was down.

mobility throughout the world

Growth on world tire market
(in billions of US dollars)
80
60

40
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Source: The Business Globa! Tire Report
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Breakdown of the world market
by manufacturer - 2002 (in Net Sales)
18.7%

19.2%
1.8%

19.1%
3.7%

38% .
6.8% 17.4%

i.: Michelin Pirelli Kumho industrial
® Bridgestone # Sumitomo Rubber =z Toyo Tire
= Goodyear Yokohama Rubber # Hankook Tire

& Continental Cooper Tire . Others

Source: Tire Business - September 2003

Geographical breakdown of main
manufacturers’ Net Sales (%)

Other zones * _:

North America B

Europe ... {
: & 2 A
@ a e P &
@\(‘S‘ o o o G
%(\6 G (’00 Q‘\‘e

* Asia and Pacific, South America, Africa and Middle East

Share of original equipment and
replacement tires in Michelin Group sales
(in units)

Passenger Car-Light Truck and Truck

30%

i Original Equipment %] Replacement

The competitive landscape: a concentrated industry

In line with the global economic trends of the past twenty years, the tire
industry is relatively concentrated on a few key players. Indeed, compared
with 1981, when the market was dominated by ten manufacturers, there are
now only three international-scale groups: Bridgestone, Goodyear and
Michelin, who totaled 55.7% of worldwide sales in 2002. Eight medium-
sized, regional companies represent 25.6% of the market. The remaining
18.7% of the market is shared among local players or manufacturers
specializing in more specific niche sectors.

Michelin, the world leader in 2002 with 19.2% of the market, is the only
company with tire sales representing more than 90% of its total Net Sales.
Tires are nonetheless central to the business of the three industry leaders,
accounting for more than 75% of their income in all three cases. The three
groups’ home continents remain their core markets. Accordingly, Michelin
generates 47% of its Net Sales in Europe, Goodyear 57% in North America
and Bridgestone 47% in Asia.

The well-balanced geographical spread of Michelin's business enables the
Group to offset local and cyclical market variations and benefit from
long-term growth in the road transport sector.

Michelin in figures

In 2002, Michelin posted total Net Sales of €15.6 billion, up 2.7% against
2001 on a comparable Group structure basis, at constant exchange rates.
Including currency effects, this corresponds to a stable result of -0.8%. The
replacement tire market, in the Passenger Car-Light Truck and the Truck
markets, represents some 70% of our sales in volume. Accordingly, before
being an equipment supplier for vehicle manufacturers, Michelin is primarily
a player on the consumer market for passenger cars and motorcycles and on
the professional consumer goods market for light and heavy utility vehicles.
All these markets are independent of the fluctuations of the original
equipment market, which is linked to the production and sale of new
vehicles.

The expenditure we make to realize our Net Sales corresponds to sources of
income for a great many of our stakeholders. See page 61 for a breakdown
of Net Sales.

Michelin holds the course

In a difficult economic climate, Michelin has succeeded in holding the course
and enhancing its economic performance throughout 2002. The Group's
operating margin totaled 7.8%, up 1.2 points over 2001. Net income after



> Michelin: mobility throughout the world

Michelin Group sites throughout the world

tax virtually doubled to €614 million, or 3.9% of Net Sales. Net financial debt
was down €1 billion.
In a relatively flat market, the operating result of the Passenger Car and Light
Truck Product Line was up 7.6% and that of the Truck Product Line 41.3%
compared with 2001.

The reduction in inventories - down from 23.2% of Net Sales in 2000 to
18.3% at year end 2002, thanks to an improved supply chain - is also proof
of progress made in strengthening the Group’s ability to consolidate its
performance in an uncertain economic environment.

Highly international production

In 2002, Michelin produced 190 million tires in 74 plants located in
18 countries, and printed 22 million maps and guides. Designed in our
Technology Center which is deployed over three continents (United States,
France, Japan), our tires are marketed in more than 170 countries.

B Headquarters
@ Production plants (more than 70)
A Technology Center sites

KF' Michelin rubber plantations

Michelin Group sales growth
(in millions of euros)
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2 - Market-oriented
organization

Product Lines, Group Services and Geographical Zones

For a more precise understanding of its markets and in order to establish the
best possible strategy to meet - and anticipate - its customers’ needs, the
Michelin Group is organized into Product Lines, each one dedicated to an

area of activity, with its own marketing, development, production and
sales resources;

- Passenger Car and Light Truck;
- Truck;
- Specialty Product Lines which include the following activities: Agricultural,

Aircraft, Components (semi-finished product manufacturing), Two-wheel,
Earthmover, Wheels;

- Travel Publications.

Specific activities relating to digital travel information services are handled by
ViaMichelin. New Michelin brand products, such as snow chains, pressure
gauges, air pumps, sports shoes, etc., are managed by Michelin Lifestyle.

Organization of the Group 5 geographical zones

ATrica an

Middile Eas
T Asia TPacific' ™ — =— —
Tsouth America T e e
NS Amerca S
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The Product Lines are supported by eleven Group Services {see opposite),
responsible for support functions. At the regional level, Group consistency
and synergy is ensured by structures located in the five geographical zones:
Europe, North America, South America, Asia and Pacific, Africa and Middle
East. The Technology Center is responsible for research and development.
Two product distribution entities (Euromaster in Europe and Tire Centers Inc.
(TChH in North America) complete this organization.

Group management structure

The Group is managed by two Managing Partners: Edouard Michelin and
René Zingraff. Alongside the Managing Partners, the Group’s Executive
Council is made up of ten top managers, directly responsible for a Product
Line, the Technology Center, a group service or a geographical zone. The
heads of all the Group’s entities form the College of Directors, with thirty-
one members.

The Michelin Group workforce
Within the Michelin Group, more than 126,000 people serve our customers

worldwide, in production plants, assembly sites, warehouses, commercial
facilities, research centers, rubber plantations and corporate offices.

e




Radial structure of the Michelin Pilot Primacy

3 - Tires: high technology
products

Multipie safety and performance features

Tires are a high technology product with a particularly complex structure,
made up of more than 200 components. They are the sole point of contact
between a vehicle and the ground, playing a central role both in safety and
vehicle performance. During a life cycle lasting tens of thousands of
kilometers, they perform multipie simultaneous functions: steering, carrying
the vehicle’s load, transmitting driving and braking torque, and absorbing
irregularities on the ground.

The choice of architecture, materials and tread pattern by tire designers is
aimed at achieving a balance between performance attributes as varied
as grip, road handling, comfort, acoustics, endurance, lifespan, rolling
resistance and cost per kilometer. At Michelin, we have deliberately chosen
to develop tires that achieve a harmonious balance between these often
contradictory factors, all of which impact the performance of the vehicle
itself, in terms of braking distance, maximum load, fuel consumption,
comfort, etc.

Throughout the 20th century, considerable progress has been made in tire
technology, often based on Michelin inventions. For example, the change
from a conventional structure to a radial structure, which is now the norm
on passenger cars, considerably extended tire life and made a major
contribution to road safety. Likewise the partial replacement of carbon black
with silica in the tread ply paved the way for the “green” tire. With a green
tire, fuel consumption and pollution are now reduced by around 5%,
compared with a “black” tire, without affecting the tire’s other performance
attributes.
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Tire manufacturing: a delicate operation

The tire’s complexity requires a meticulous manufacturing process: its
parameters undergo constant monitoring to ensure the required quality. The
traditional manufacturing process illustrated below is particularly suitable
and cost-effective for large-scale production.

QOver the past few years, Michelin has also introduced a radically new
manufacturing process, the C3M. All the manufacturing stages are
integrated into a single, compact machine. This system provides a
remarkable degree of flexibility, suitable for highly innovative architectures
and cost-effective mass production of top-range tires.

Traditional tire manufacturing process
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+FABRIC CORDS
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Our mission — Excerpt from the Michelin
Performance and Responsibility Charter

« Since the company was founded, Michelin’s stated
mission has been to contribute to progress in the
area of personal and goods mobility and, beyond

this, the development of society. The company’s
goal is to satisfy the fundarnental human need to
socialize, exchange and discover. We intend to carry
out this mission, fully accepting our responsibilities
i alf aspects of our operations. Accepting our
responsibifities means taking part in the
development of sustainable mobility or, in other
words, achieving increasingly efficient solutions o
meet expectations and aspirations, respecting the
natural environment, while achieving economically
sound operations. This also means taking intc
account the long-term impact of the choices we
make. A company’s performance must be measured
against each and every one of these aspects.

By “accepting our responsibilities, " we imear)
implementing the Michelin Group’s five
fundamental values on a daily basis, in our actions
and decisions

- respect for customers

- respect for people

- respect for shareholders

- respect for the environment

- respect for facts. »

4 - Michelin: a century of values

Values deeply rooted in the Group’s history
A passion for innovation

One day, over 100 years ago a small French company in Clermont-Ferrand
decided to help out a customer, a passing cyclist whose tire, bonded to the
wheel in those days, was flat. This is exactly how the Michelin Group’s
adventure began. Over and above the immediate problem of finding a
solution to help our cyclist back on to the road, the company strove to
anticipate a yet unexpressed need: an easily removable tire which could be
durably repaired in just a few minutes. Since this event, technical innovation
and a continuously improving customer service have been a priority at
Michelin. In addition to meeting needs identified by close observation of
consumer behavior and trends, the Group has also initiated a number of
technological breakthroughs which have revolutionized the markets,
particularly as they relate to sustainable mobility. For example, the radial tire
provided a longer lifespan and greater safety. The green tire, designed to
significantly reduce fuel consumption, is another of Michelin's inventions
which contribute tc progress in mobility. Today, PAX System, which
eliminates the need for a spare wheel, further improves performance in
terms of road handling, grip and lifespan.

1895 1913 “TenET 1938
- The world's first Patenting of the | 1917 ‘Metalic’
maotor car tire removable | Fan Black rubber tire
steel wheel 4 i  tire with steel
leading to the introduction with tread pattern cas"m‘g -
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First Michelin First detailed § Michelin’s |
Guide road map first rubber
a guarantee of | plantations
safety on the road in South-East Asia
Numbering of i
1902 French roads, ] 1919 -1936
internal medical following a public petition o 3.000 low rent
h 1 b H ' .
service launched by Michelin homes built
¢ with allotment gardens
% for workers
Family allowances
for workers with large families
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People, the company’s greatest strength

Satisfying customers is the Company’s raison d’étre. To achieve this objective,
it relies on its greatest strength, its employees. By developing their own
talents, it is they who, in turn, stimulate the company’s growth.

When the Group was founded at the end of the 19th century, this reality had
a particuliar resonance. Located in a developing region, the Company, which
generated a substantial share of local employment and revenue, assumed
major responsibilities. As a result, the company handled various aspects of
the community's everyday life: construction of housing for workers,
development of welfare services, creation of food stores, cultural and sports
facilities, etc. These responsibilities were gradually passed on to public and
private structures, which took over most of the company’s social activities.
Other forms of relationships were subsequently developed with the local
communities in all the countries where Michelin was established.

Today, one of the responsibilities of managers is to encourage the members
of their teams to achieve personal fulfillment, by pushing their limits, taking
initiative and accepting responsibility for serving the customer. Around this
objective, consolidated by pride in being a part of the team and embracing
the team spirit, the Group has built up over the years a strong corporate
culture.

1946
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the radialtire
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1979
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Levels of mobility in the world - 1997
(passengers x km/personjyear)
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5 - Progress in mobility:
our mission, a challenge

Miobility: the trends

Over the past 50 years, the total distance traveled every year by the world’s
entire population, regardless of the form of transport, has multiplied by
eight. The number of vehicles on the roads throughout the world has risen
from 50 million in 1950 to more than 800 million today. This number is
expected to nearly double by 2030, alongside a foreseeable 79% increase in
the total distance traveled by car between 1995 and 2020. Heavy truck
freight is expected to double. This trend is even stronger in developing
countries. Indeed, the need for personal and goods mobility increases in
proportion to national economic growth and personal income.

In industrialized countries, urban development continues to spread: in 2030,
85% of the population will live in towns, compared to 70% in 1975. These
towns will spread out over ever broader areas. This will increase traveling
distances and, very often, traffic congestion, especially if the development of
the road network does not keep up with mobility requirements. This increase
in traffic offsets gains from technical advances in the automobile industry in
terms of pollution and fuel consumgption, 96% of which is oil-derived. For
freight, the demand increasingly tends to favor road transport, which is
faster, more flexible and more reliable.

in developing countries, the emergence of numerous sprawling regional
capitals is a decisive factor in mobility trends. These densely populated areas
do not always have the resources to adapt and maintain their transport
infrastructures, whether in urban or rural environments. The current rate of
motor vehicle ownership, which is generally low, is nonetheless rising rapidly,
sometimes by more than 10% per year. Finally, traffic regulations are
insufficiently respected and vehicle maintenance is often poor. As a result,
these countries suffer more than others from traffic congestion, pollution
and accidents. In these countries too, freight development is largely limited
to road transport.

Although the distances traveled and the means of transport used vary, the
average time devoted to personal travel remains more or less identical
throughout the world: a little more than one hour per day. Moreover, the
average proportion of income spent on transport is also relatively consistent
from one industrialized country to another (between 11 and 16%, except
for Japan with 7%). It is clear that where better means of transport become
available to users, they choose to travel further, provided the traveling time
and budget remain largely the same.
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What is sustainable mobility?

The mobility of goods and people has always been a fundamental factor in
the development of society, as a vector of economic activity, as well as a
tool of discovery and a means of communication and bonding between
populations. Among the different modes of transport, roads now take pride
of place in this mobility, both on a local and a global scale, thus playing a
key role in the phenomena of urbanization, globalization of exchanges
and, more generally, economic growth. Road mobility provides access
to the world and makes for a more fluid job market, by increasing travel
opportunities to and from our homes and places of work. It also provides
areas located away from economic centers with a way of bringing their
production to the marketplace.

But, alongside these advantages, growth in modern modes of transport has
often involved significant social and environmental impacts.

Transport worldwide, and road transport in particular, is currently developing
in a context of population growth, urban development and an increasing
awareness of the impact of human activity on the environment. In light of
these factors, a transition towards a new attitude to mobility is clearly
needed: sustainable mobility. Sustainable maobility must first of all provide
a satisfactory response to travel requirements. But it must also move
toward a reduction in the impact of mobility on the environment, become
accessible to the majority in complete safety and be compatible with
the economic objectives and constraints of all players, particularly public
authorities and private companies.

More about sustainable mobility:

> Study: Environmental sustainable transport - OECD

> Study: Mobility 2007 - WBCSD

> Study: Driving Sustainability, on strategy in the automobile sector
on sustainable mobility issues ~ SustainAbility/UNEP 2001

> Study: Industry as a partner for sustainable development. Automotive
- ACEA/ UNEP

> European Commission White Paper: European transport policy for 2010:
time to decide

Urban traffic in Asia

Accordmg ito the OECD, "an environ-
menra/ly susramable transport system is one
) ecosystems and meets needs for access consistent
) w:th (i) use:of. renewable resources below their rates
of regenerat/on “and (i) use of non-renewable
';resources ibelow the rates of development of
”*’renewab/e subst/tutes

, ,adhenng toi'the environmental concerns of
"’;th' defmmon we stress the need to complete it




~¢ Whilst the manufacturers and their
)) respective alliances are racing to
promote standardisation of their
technology, the focus on affecting consumer
behaviour and systerm-level change is facking [in
their sustainable development reporisj. »

Driving Sustainability study -
SustainAbility/UNEP 2001

“Faites le plein d'air” (Fill up with air)
operation in France

Exercise our responsibilities to contribute to sustainable
mohbility

We contribute to sustainable mobility, a primordial aspect of exercising our
responsibility, through the following three orientations:

- Continuous improvement of our products’ technical performance. The
influence of tires on overall vehicle performance means it has a
significant impact on the environmental, economic and social aspects of
mobility;

- Ongoing contribution to progress in road transport mobility. As players
in the automotive industry, we play an active part both in public debate
on future modes of transport and in researching relevant ways for
transition towards sustainable mobility;

- The messages we convey to our road-user customers. Via our
distribution network and our advice and communication campaigns, we
can better inform our customers, enabling them to adopt sound
purchasing behaviors and positive attitudes toward road safety issues.
Our position as world leader increases our responsibility for such
matters.

Michelin and sustainable mobility issues

Safety — Every year, road accidents kill 1.2 million people worldwide, 85%
of them in developing countries. According to the World Health
Organization, road accidents, the ninth greatest threat to public health in
1990, are expected to climb to third place in 2020. The number of people
killed in road accidents, globally down in most industrialized countries
despite the increase in traffic, is increasing substantially in emerging
countries. We contribute to safer road travel, through continuous technical
progress on our tires, particularly in terms of grip, road handling and
durability. But driver awareness is a key factor: we now contribute to
building driver awareness via information campaigns highlighting the
dangers of under-inflated tires.
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Climate change - On a worldwide level, road transport represents around
17% of CO, emissions linked to human activity. In the coming years, despite
technical advances in the automotive industry, this percentage is expected to
rise further, as a result of the increase in the number of vehicles in use
throughout the world. Tire rolling resistance accounts for approximately 20%
of CO, emissions from cars and 30 to 40% from trucks. The green tire, a
major innovation first launched by Michelin in 1992 and with successive
evolutions over the years, has led to a reduction in rolling resistance of more
than 30%. This corresponds to a reduction in fuel consumption — and CO,
emissions — of around 5% on vehicles fitted with these tires. We are actively
pursuing our research in this area.

Air pollution - Vehicles emit several local pollutants, with a particularly
significant impact in urban environments. With the technical progress
achieved on engines and fuels, the situation is globally improving in
industrialized countries. It is, however, deteriorating in numerous major cities
in the Southern hemisphere, due to the rapid rise in the number of vehicles
on the roads and the slow replacing rate of ageing vehicles. Decreasing
rolling resistance also helps reduce pollutant emissions from vehicles and the
durability of our tires contributes to the quality of the air, by generating a
smaller quantity of wear particulates.

Noise - Noise made by vehicles is often a very real nuisance for the
surrounding population, particularly in urban environments. Tire—road noise
accounts for a considerable proportion of the noise generated by vehicles: at
least 30% for a car driving at 30 kph (19 mph) in second gear, for example,
and around 90% for a car driving at 130 kph (81 mph) in fifth gear. Over
the past twenty years, noise pollution from vehicles has reduced
considerably. Through its constant efforts to reduce tire-road noise, Michelin
has played an important rofe in this achievement. To further diminish this
naoise at the source, we are continuing our research to identify and guantify
as precisely as possible the numerous mechanisms of tire-road noise.

Above and beyond these issues, which we respond to with technical
progress on our products, the concept of sustainable mobility stresses a
number of more general problems: reducing traffic congestion, access to
mobility for all populations, road/rail intermodality, choice between
individual transport and public transport, as well as issues relating to
sustainable development in tourism. We play an active part in current
research into these matters, as well as the ensuing public debate.

_rban; ar_eas, trams are an_efficient
Srriative to buses and underground systems
n high density lines. A tram:can carry up to
4,500 people per hour and per direction,
ereas.a hus can carry 1,800 passengers.
owever, given the heavy, costly
rastructures -necessary, the tram is less
ompetitive for traffic fevels of fess than 3,000
Eaple pef hour, .
tire-equipped tram however is much

more sconomical and -efficient. .The tire

enerates less noise, wears more slowly than
els.wheels and enables greater
aneuverability ory curves and when braking.
1 terms of infrastructure, the investment is 30
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6 - Our global contributions to
sustainable mobility

Chalienge Bibendum: the international forum for
sustainable mobility

Created in 1998 to celebrate the 100" anniversary of Bibendum, the world
famous “Michelin Man,” Challenge Bibendum is a public test, held every
year, in real-life conditions, of a wide variety of clean automobile
technologies, whether already on the market or under development. It
enables manufacturers, universities and independent specialists to compare
their innovations. The criteria for this friendly competition are pollutant
emissions, noise, safety (braking, stalom, elk test), acceleration, energy
consumption and design. After several events in France and the United
States, Challenge Bibendum was held between Germany and France in
2002, which also enabled issues to be raised with members of the European
Parliament as the vehicles passed through Strasbourg.

Perceived as an original, educational initiative, the Challenge is greatly
appreciated by participants (@ 97% positive rating according to our
evaluation studies) as a technological showcase for the automobile industry
and a testimony of the industry’s involvement in environmental protection.
As for the general public, 34% of those consulted expressed their interest in
the event and stated that they would like it to be even more widely
publicized!

We now wish to increase the impact of Challenge Bibendum and open it up
to other vehicles, particularly trucks and urban buses, as from the 2003
event in San Francisco, and to two-wheeled vehicles for the 2004 edition,
which will take place in Shanghai, China.

www.challengebibendum.com

e
SRt
oy




> Michelin: mobility throughout the world

The WBUSD Sustainable Mobility project

In 2000, under the auspices of the WBCSD (World Business Councit for
Sustainable Development), work began on the Sustainable Mobility project.
Twelve companies are taking part: BP, DaimlerChrysler, Ford, General
Motors, Honda, Michelin, Nissan, Norsk Hydro, Renault, Shell, Toyota,
Volkswagen. By the beginning of 2004, the project plans to draw up a
representation of what “sustainable mobility” should be by 2030 and to
determine the orientations to be adopted by each and every concerned party
{project members as well as governments and other economic players) to
achieve this objective. A first phase, the Mobility 2007 report, based on
existing studies and eight dialogue sessions throughout the world, reviews
the existing situation and defines the challenges before us. On this basis, ten
working streams are currently hard at work identifying, exploring and
examining possible solutions. For its part, Michelin heads the research group
devoted to studying public measures, their efficiency and their conditions of
application.

www.sustainablemobility.org
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« The "Sustainable Mobility” Project is
an attempt to associate all the actors
of mobility, hut so far no public
:ransportan')n, rail or air plane companies has
taken part in. »

Arve Thorvik, Director of the WBCSD
Sustainable Mobility project in 2002




Charte Performance et
Responsabilité Micheli

7 - Our strategic orientations in
favor of sustainable mobility

To continue the development of the Michelin Group and formalize its
contribution to sustainable mobility, five strategic orientations have been
adopted.

Focus our passion to improve mobility. Grow as the most
innovative company for tires, suspension systems and
related services.

In these areas, Michelin intends to remain leader in terms of innovation and
differentiation through quality. This ambition is put into practice via
continuous research and development efforts, totaling 4.5% of Net Sales
in 2002. It is also demonstrated by Michelin’s presence in racing, in all
motorsports and on all surfaces, to test our products in extreme situations
and, more often than not, demonstrate their superiority.

Offer our customers the best quality products and services
at the best price in each market we decide to serve.

Our wish to satisfy our customers is now reflected in a multi-brand strategy,
aimed at meeting all types of needs and expectations. This approach is
completed with strategic partnerships for the commercial development of
our innovations, such as PAX System or pressure control systems.

Provide growth and fulfiliment for cur people as they carry
out their responsibilities, especially by making full use of the
Company's diversity and by developing our people’s talents.

Giving managers a strong responsibility toward people in their team is one of
the Group's fundamental traditions. Distribution of the Michelin Performance
and Responsibility Charter will contribute to implementing this orientation.
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Durably grow the value of our Company by maximizing
the profitability of our operations and our return on
investment.

To ensure long-term, growing profitability, Michelin is currently
implementing a development strategy, targeting high value added and
technically sophisticated segments. The Passenger Car and Light Truck
Product Line, for example, has developed a strategy to capture several top-
range segments (high performance tires, 4-wheel drive vehicles, winter tires)
and emerging markets in Asia. Furthermore, over the past few years,
Michelin has implemented programs designed to improve the Group’s
competitiveness, in Europe and in the United States.

Recognize and fuifili our Company’s role as a responsible
member of society, by practicing our values.

The objective of the Michelin Performance and Responsibility Approach is to
coordinate the Group's progress in achieving a balance between the
different expectations of its stakeholders. This fifth orientation underlines
the Group’s willingness for a harmonious, regular exchange with stake-
holders, and tangible implementation of our five corporate values.

e : Five values

Respect for customers. *

@i Respect for people, :

Respect for shareholders. i

Respect for the environment., #
.Respect for facts. &

A mission

Contribvutye;'/to the progress
’ f mobility:

ﬁve strategic orient;ti;ns

%
Focus our passion 1o improve mobifity.
Grow as the most innavative company far tires,
suspension systems and refazed services.

;ez 4
Offer our customers the best quality products and services
at the best price in each market we decide 10 serve.

Provide growth and fulfillment for our people as they carry out
their responsibilities, especially by making full use of the Company's diversity
and by developing our people’s talents.
[Py
Durably grow the value of our Company by maximizing the profitability
of our operations and our retuin on investment.

Recognize and fulfill our Company's role
as a respansible member of society, by practicing our values
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> Performance and Responsibility approach

1 - Putting our values
into practice

DY LIRS &1

the envirgrmment an

As expressed, our values are wholeheartedly adopted by our teams.
However, in their everyday application, they may generate numerous
concrete questions. Accordingly, we have decided to formalize the Michelin
Performance and Responsibility approach to accelerate the Company's
progress in each and every one of these areas.

Globally, this approach is based on four fundamentals:

- A historic willingness to exercise responsibility to enhance
performance. Accepting the consequences of one’s decisions is the
responsibility, the liberty and the grandeur of all entrepreneurs. It is
what leads them to confirm the merits of their choices or, on the
contrary, to assess their weaknesses and take them into account for
future decisions;

The expectations of our stakeholders. These expectations are
identified in several ways, such as customer satisfaction surveys,
personnel satisfaction surveys or meetings with our shareholders and
our suppliers. On the issue of sustainable mobility, widespread
consultations have been carried out within the framework of the
WBCSD sustainable mobility project;

Analyzing our impact and monitoring our indicators. On an
environmental level, tire life cycle analyses have been carried out in
conjunction with several manufacturers. In economic and social terms,
we have initially estimated our impact on our different stakeholders,
through our products and by the way we redistribute income from our
activity. These studies will be fine-tuned in the coming years;

Legislation. Respecting legislation is the minimum degree of
implementation of our responsibilities in each area.

i

Dialogue with our customers
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The Michelin Performance and Responsibility
Approach provides us with an extraordinary
opportunity to formalize our contribution to
society via our services, in order to go further in
implementing our values. »

Edouard Michelin - December 2002

. Performance of “our-
“sarvices -
¢ Environmental umpact © ture
* Recycling of end-of-life tires..
 Diversity wnhm ourgteamsé ;
e Qur relat»onshlps with.the c mm
* Safety, ergonomlcs and ‘working ‘condi<
- tions on.our:sites’
. Envxronmental managemen o)
¢ Industrial risk management -
* Our contribution to'sustainable
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2 - Formalizing and deploying
our approach

The Michelin Group has always aimed to put its values and principles into
practice. Today, society’s aspirations are more and more demanding on
industrial groups: they are called upon to accept their responsibilities in
reducing effects on the environment caused by human activity and to
equitably distribute improvements to living conditions on the planet.

To meet these expectations, in April 2002, the Michelin Group, at the
initiative of its Managing Partners, launched an approach known as
Michelin Performance and Responsibility. its purpose: to establish a
more formal framework for the exercise of the Group's responsibilities to
each category of its audience. The approach aims to measure and reduce the
gap between the Group’s values and their implementation. To a large extent,
it takes existing practices derived from the Michelin culture and translates
them into management principles. Driven by a constant will to innovate, it
helps us provide a long-term response to issues pertaining to mobility and to
the sustainability of the Company.

5 aridd foremalization

Since the Michelin Performance and Responsibility approach was launched,
we have focused our efforts on assessing our practices and on formalizing
our commitments.

Internal diagnostics were carried out in early 2002; the operational units
were interviewed to assess their perception of the issues, the needs and the
priorities of this approach. This enabled us to select nine areas for which
a specific action plan is deployed, in addition to the Group’s economic
objectives.

The Michelin Performance and Responsibility approach is steered directly by
the Managing Partners and the Group Executive Council (CEG). Since the
beginning of 2002, each monthly CEG meeting includes a review of the
state of progress made by the approach. A manager has been appointed
and objectives defined for each of the areas mentioned on left, then
integrated into the 2002-2005 multi-year action plan.

On an operational level, the approach is under the responsibility of a full-
time manager, appointed for this purpose in April 2002. His role: to
coordinate the Group's actions in the nine identified areas and in terms of
progress to be made on a daily basis. He steers training and drives
communication on the approach, particularly as it relates to the Michelin
Performance and Responsibility Charter.
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Michelin Performance and Responsibility Charter:

the guiding principles of implementation of the Group’s values
Drafted in 2002 to explain our values, in order to help us better implement
them, the Charter specifies our responsibilities toward our different stake-
holders: customers, shareholders, employees, industrial and commercial
partners, public authorities, media and local communities. During this initial
phase, it has been chiefly drawn up by a central project team; the comments
and expectations of our stakeholders will be gathered in 2003 and 2004 to
complete subseguent versions of this document.

Distribution of the Michelin Performance and Responsibility Charter
This internal document is widely publicized within the Group. It is
distributed to all the Group’s managers, who then communicate it and
explain it to the teams under their responsibility. The Charter is available on
Intranet and Internet. At the same time, a series of information and
discussion sessions is being prepared for several thousand managers. The
aim will be to provide an in-depth explanation of the meaning of the
approach and to describe the tools used to implement it. All the Group’s
entities will use the Charter to define operational objectives and working
methods, both for the nine areas specified opposite and for progress to be
made on a daily basis.

Measuring the gap between our values and our practices

This reflection upon our responsibilities has enabled us to establish a series
of performance indicators to track the gap between our values and our
practices over the long term. Within the framework of the deployment of
the Michelin Performance and Responsibility Charter, this approach will be
developed by adapting our data collection and processing systems.

A public Michelin Performance and Responsibility report:

the review of our values in practice

The document you are now reading is the first of its kind for Michelin: it aims
to assess how we put our values into practice. It has a dual vocation:
internally, to guide our progress, and externally, to inform our partners, tell
them who we are and how we exercise our responsibilities.

. Mission

d Values
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Semi-finished product checks in Vitoria, Spain
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3 - Our progress objectives

Within the Michelin Group, the development of our commercial and industrial
activity and the implementation of actions linked to the Performance and
Responsibility approach are inseparable. The Company is a whole. Our roadmap
comprises quantitative objectives and deployment orientations, for all areas of
our development.

Our intention here is to highlight action more specifically undertaken within the
framework of this approach.

To keep the Michelin Group in its position as unrivalled leader in the tire and
mobility assistance sectors, by virtue of its ability to innovate, the quality of its
products and services and the strength of its brands. Technology, innovation,
marketing, service: the Group is attached to promoting areas in which its
competence is clearly recognized by its customers.

In particular, to continue striving to meet our objectives of reducing rolling
resistance, extending lifespan, while enhancing technical performance in other
areas (grip, noise, etc.).

G g e o g0 ey i
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Safety, ergonomics and working conditions on our sites
To constantly strive for maximum safety, via long-term training and
awareness programs and the permanent implementation of appropriate
safety resources and equipment.

Our relationships with the community
To set up Michelin Développement structures (see p. 81) in all the European
countries in which we are located.

Diversity within our teams
To enhance internationalization, promotion of women and the acceptance of
diversity in all our entities.

beonomic obhlectives

To reduce the Michelin Group’s working capital requirement: reducing
inventories, improving the supply chain, industrial flexibility and responsiveness,
while-maintaining the high level of service our customers expect.

The main indicators selected are operating margin, free cash flow, return on
assets, level of investments and inventory levels.



Obiectives linked (o the environment

End-of-life tire recovery
Continue to lead the market in the implementation of technical and
econamical recycling solutions for end-of-life tires.

Industrial risk management
To constantly improve industrial risk control in all our installations.

Our contribution to sustainable mobility
To complete the «Sustainable Mobility» project, within the WBCSD, and help
set up an action plan. To develop other actions linked to sustainable mobility.

Environmental management of our sites
Continue and complete the implementation of the environmental
management system and of the ISO 14001 certification.

The environmental impact caused by the use of our tires
To gradually eliminate all substances with a recognized potentially negative
effect on health and the environment.

Implementation of the Michelin Performance and

t
Responsibilty approach

Michelin Performance and Responsibility Charter
To organize communication to all the Group’s personnel and training for
managers on the implementation of the approach, based on the Charter.

Deployment within the framework of the strategic plans
To perform self-diagnostics in each Group entity, build multi-year action plans
in compliance with these diagnostics.

The nine areas of specific action
To define the objectives and monitor the results within the nine areas of
specific action (see p. 28).

Michelin Performance and Responsibility indicators
To build a set of indicators at Group level, in the areas of customer, people
and environment, to complete our evaluation of economic performance.
While taking into account the specific nature of our sector of activity, these
indicators will be based as much as possible on standards developed in
current international studies.

approach

o

Michelin plant in Starr, South Carolina, USA



Review of our values in practice

Respect for Customers
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> Respect for Customers

1 - Who are our Customers?

One of our Group's unique characteristics is that we are both a producer of Definition of original equipment and

consumer and capital goods on the replacement tire market and an original replacement tire markets

equipment supplier to vehicle manufacturers. Unlike traditional equipment ‘

suppliers who focus their activities on a few major customers, 70% of our e

business comes from supplying all categories of replacement tires for millions . =8  Original .

of users. These sales are made via different distribution networks that we f:::r:?;?:c:u?::is

supply or that belong to the Group. - slears frucks.) ;
ent o z(/ Sales of new
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. distributors .|
Vehicle manufacturers (tire specialists, with original

i"'garages:::) tires

Our original equipment customers are manufacturers of motor cars, trucks,
agricultural machinery, earthmovers, aircraft, motorcycles and mopeds or
bicycles.

These customers, in the Passenger Car-Light Truck and the Truck markets,
represent some 30% of our sales in units.

In 2002, our main customers were: BMW, DaimlerChrysler, Ford, General
Motors, Honda, Hyundai, Nissan, PSA Peugeot Citroén, Porsche, Renault,
Toyota and Volkswagen A.G. for the Passenger Car-Light Truck market;
DaimlerChrysler, Volvo Trucks, Renault Trucks, Mack Trucks, International,
Paccar (Paccar, DAF, Leyland), veco, Scania and MAN for the Truck market;
Caterpillar and Volvo in Earthmover; Airbus, Boeing, Lockheed Martin and
Dassault in aviation; John Deere, CNH (Case IH, New Holland, Steyr), AGCO
{Massey Ferguson, Gleaner, Fendt, etc.) and Renault and Claas in
Agriculture; BMW, Honda and Ducati for motorcycles, etc.

: Sales of tires Consumers
Tire distributors to «replacen Users
original tires

Distributors and retailers

Replacement tires are sold to private and professional users, via different
distribution channels: tire retailers, car dealers, auto centers, garages, service
stations, supermarkets, etc. These retailers are by far our leading customers,
as they account for nearly 70% of our sales in units, in the passenger
car-light truck and the truck categories. Although most of our tires are
commercialized by independent retailers, we also have our own distribution
networks, with Euromaster and Viborg in Eurcpe and Tire Centers Inc. (TCH
in North America.
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Users

According to our estimates, Michelin currently equips nearly 160 million
passenger cars and light trucks throughout the world. Alongside tire sales,
we also provide users with a wide selection of maps and guides distributed
in 70 countries and a range of travel assistance services (in Europe, route
planning on Internet, for example).

Offering services is a major area of development for the Group. We
propose all types of tire-related services to truck fleet managers: regrooving-
retreading, assistance seven days a week, “sale by the kilometer” and
global "tire budget” management. For private users, our distribution
networks provide tire fitting, balancing and inspection services and extend
their services to basic vehicle maintenance.

The recent launch of a range of accessories for motorists and a variety
of Michelin brand products has further extended our offering. We market
snow chains, digital pressure gauges, electrical air compressors, etc.,
particularly in Europe. These product ranges will be distributed via retail
channels, independent specialists and, depending on the country, via
supermarket outlets.
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2 - Our responsibilities
toward our Customers

Serving our customers with high-performance products:
exceeding expectations and transforming markets

Our prime responsibility toward our customers is to meet their mobility
requirements by providing them with safe, innovative products and services,
capable of satisfying their present and future expectations. The sole point of
contact between the vehicle and the road surface, the tire, makes a crucial
contribution to performance in mobility. Steering, acceleration, braking,
load-carrying, shock resistance, durability, while generating as little noise as
possible and consuming less and less energy... The performance levels we
ask of our tires are multiple and sometimes seemingly contradictory.
Achieving them means finding new technical solutions. It is also our desire
to introduce marketing methods which enable as many people as possible to
benefit from these solutions.

But we are convinced that long-term customer satisfaction cannot just be
a question of providing solutions to their immediate expectations.
Accordingly, our efforts are constantly oriented towards developing
innovations which can be commercialized "ahead of their time": this
was the case of the green tire, which was launched when energy saving
and reduction in CO, emissions were not yet at the forefront of our
customers' concerns.

Our approach involves analyzing our customers’ expectations in order to
anticipate them and evaluate the performance necessary to meet these
expectations, thus transforming markets through innovation.

The final performance of our tires depends on numerous factors

W Final impact of

our tires
Technical performance of our tires -
Customer choice
Number of vehicles equipped with Michelin tires
Tire pressure, driving style Factors controlled by Michelin
Vehicle performance e [] Factors significantly influenced
Fue! performance +* :&“.:?d‘l D Factors less influenced
Type of road surface + o~ i I Factors barely influenced or not influenced




Accompanying our Customers beyond the purchase
of our tires

For more than a century, we have been the "traveling companion” for
hundreds of millions of road users. This privileged position and the crucial
role our products play in travel mean that we have a duty to accompany our
customers. This duty is expressed in terms of services, but also precise
technical information, enabling users to make a well informed choice
of tires.

The performance of our products is closely linked to their conditions of use
and maintenance or, in other words, users’ behavior. Under-inflation or
unreasonable driving can have serious consequences on the condition of
the tires and the safety of road users. Technical innovations and customer
awareness campaigns, reminding our customers of the importance of these
subjects, are two major ways we exercise our responsibilities.

We also strive to favor options that reduce the environmental impact of road
mobility: radialization of truck markets or distribution of green tires, particu-
farly in high-growth segments such as top range passenger cars or
4-wheel drive vehicles.

To summarize: in order to meet fully the expectations of our customers,
while putting our values into practice, we must:

- provide high performance products and services,

- prepare the future through continuous innovation;

- facilitate travel;

- evaluate our performance vis-a-vis our customers;

- analyze dilemmas between the market's expectations and our values.



3 - Providing high-performance
products and services

ldentifying the fundamental expectations of tire users

Although priorities vary significantly depending on the product and from one
customer to another, we can nonetheless identify four main expectations:

safety. This is an absolute condition for marketing a product. From a
technical point of view, it depends on the tire's performance in terms of grip,
robustness and heat resistance. But actual safety is nonetheless closely related
to users' behavior;

a low cost per kilometer or per ton transported. This criterion is the
result of several factors: the price of the tire, fuel consumption due to its
rolling resistance, its lifespan, its reliability, its overall size and its ability to carry
increasingly heavier loads;

comfort. Comfort corresponds to the tire's ability to cushion obstacles, to
absorb vibrations and to limit the noise generated by tire-road contact;

matching vehicle developments. This pertains to the tire's ability to carry
heavy loads (4-wheel drive vehicles, earthmovers, agricultural machinery and
trucks) and to handle high speeds (top range cars in Europe).

In addition, some manufacturers and users now clearly wish to favor more
environmentally-friendly tires (lower rolling resistance, extended lifespan,
less debris from wear, safe raw materials, etc.).

Finally, beyond the tire's intrinsic qualities, an increasing number of
customers now wish to have support services, particularly assistance in the
event of difficulties. We propose solutions for these new requirements to
professionals and private users alike.

> Respect for Customers




Every tire is a balance

A tire's performance depends on its architecture, its tread pattern and the
formulation of the rubber compounds used to produce it.

Every tire is the fruit of a delicate balance sought between sometimes
contradictory performances. For example, beyond a certain limit, additional
gains in terms of grip or load capacity are only possible by limiting other
performance aspects. One extreme case is that of Formula 1 tires, for which
grip is favored against durability.

To satisfy our customers, we must therefore provide them with a wide range
of products each of which corresponds to a type of need. it is also up
to us to provide them with all the necessary information to enable them to
choose the product that matches their expectations.

Comparative performance of different passenger car tires

Matching Matching
vehide vehitle
developments Admissible speed Safety developrmants Admissible speed Safety
: Road handling in 4 Road handling in
Load extreme conditions Load S extreme conditions
capacity % 'l capacity

/

Price CONrol g i QIR Price control

Cost per km Cost pey km

F 4, Acoustic <4, Acoustic

Service life 7 Service life »

cornfort of " comfort of
’ residents I8 residents
Fuel Fuel ironmenial
efficiency efficiency performenge

Smsmmmn  “Black” tire (Kleber Viaxer 195/65 R15)

emmmmmn (Green tire (Michelin Energy 3 195/65 R15)

wewswzws  SUV OF 4-wheel drive Green tire (Michelin Synchrone 235/70 R16)
.« High performance Green tire (Michelin Primacy 225/55 R16)

Safety, cost per kev, etc.  Customers’ expectations

‘: Grip, fuel efficiency, etc.  Tire performance criteria



A multi-product, multi-brand strategy to meet all needs

Consumers' needs are many and varied. To meet these needs, we develop
a wide variety of products, combining different characteristics. For customers
to be able to clearly identify the characteristics of the product they are
about to purchase, we use brands and range names to distinguish these
performance combinations.

On the passenger car, truck and agricultural markets, the Group's multi-
brand strategy, developed over a number of years, is designed to match the
variety of expectations of its customers, in terms of budget, performance
and design.

On the passenger car tire market, Michelin, the oldest and most famous of
the Group's brands, was gradually supplemented with other brands: Kleber,
BFGoodrich, Riken, Icollantas, Kormoran and Warrior.

The Group's strategy is primarily based on "flagship” brands: Michelin and
BFGoodrich worldwide, Kleber in Europe and Uniroyal in North America,
for example.

The Group's "budget" brands are appreciated by customers who are
particularly attentive to price. Accordingly, the Riken and Kormoran brands
for Eastern Europe and Asia correspond specifically to this need for quality at
a low cost.

Other brands, such as Siamtyre in Thailand and Icollantas in Colombia,
correspond to national strategies.

The Michelin Group has five truck tire brands: Michelin, BFGoodrich, Taurus,
Kormoran and Riken. The "premium” Michelin brand is committed to being
the best technically and to being the most cost efficient on the market, in
terms of cost per kilometer. In addition, it has a dedicated sales force which
is very close to its clientele, in keeping with this demand for quality.

Three brands, Recamic, Pneu Laurent and Encore, identify the Michelin
Group's retreaded tire offering.
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In the field of agricultural tires, the Group launched its second worldwide
brand in September 2002: BFGoodrich. This brand provides solutions to
meet the specific needs of medium-sized farms, equipped with moderately
powered tractors. The Michelin brand, meanwhile, targets major farming
operations and farmers who are keen on managing their tires on a cost per
kilometer basis.

Consumer information

Customer satisfaction is increasingly dependent on customers having all the
necessary information on hand to purchase the product most suitable
for their needs. For this reason, we assist consumers in their choices, via our
own distribution network, which is particularly widespread throughout
Europe, or via our retail customers, whom we inform and train in order to
meet the market's needs.

On the truck market, this assistance is integrated into our "sales by the
kilometer" package. This package, made up of products, services and

advice, now accounts for around 10% of our tire sales in Europe.

Several call and service centers are also available to our customers.



> Increasing safety

The essential role of the tire in travel safety

The tire, the only link between the vehicle and the ground, plays a key role
in road handling, braking distance and the ability to sustain high speeds over
several hours, during highway travel, for example. In addition to the ques-
tion of the right tire for the right vehicle, these performance attributes are
finked to several technical characteristics, including:
- grip in all circumstances, particularly on wet surfaces;
- resistance to deformation and overheating: eliminates the risk of tire
blow-out;
- versatility: ensures an excellent level of performance, regardless of the
type of road surface;
- cold tire performance: the tire retains all its qualities, from the very start
of the journey, even prior to reaching operating temperature.

Fundamental safety: the quality of the product

The fundamental element of safety is the quality of the design and
manufacture of the tire. Our safety strategy is based on extreme vigilance
and the robust implementation of a tried and tested quality control plan. Our
quality management enables us to meet this essential need in our research
center and our production units, as well as after sales, via a specific tire
tracking system. This traceability system, combined with a systematic
prevention policy, helps to ensure our products are not involved in recurring
accidents. In 2001, for example, in line with our policy of precaution, we
chose to implement a recall program in Japan, involving 55,000 truck tires,
although we had no legal obligation to do so. In this case, our concern was
to equip the vehicles affected with more suitable products, given the very
specific local conditions of use, which brought about overloading and
over-inflation, to the extent that a number of minor incidents had occurred
following a loss of pressure.

> Respect for Customers
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Efficiency tests on the anti-splash device

Innovations to increase safety

Michelin has always innovated with the same concern in mind: to improve
safety-oriented parameters, particularly grip on wet surfaces. Technological
breakthroughs, such as the radial tire or PAX System, have enabled a
considerable improvement in vehicle safety.

Today, a number of major research projects are under way with other firms.
The Group has entered into a long-term partnership with the Robert Bosch
company, one of the aims of which is to reduce braking distances (see p. 52).

When trucks drive on wet roads, water projections create accident risks
for motorists following or passing them. As a result, Michelin has invented
the "anti-splash" system: a patented deflector which channels the water
projections, dividing the splash height by four. This process improves road
safety at junctions and when passing trucks, and provides truck drivers with
greater rear-view visibility.

Other example: in the field of suspension systems, Michelin has invented
OCP (Optimised Contact Patch), an axle system that optimizes the tire's
contact patch and improves road holding when cornering.

ross debris at hrgh :
the future



Monitoring tire pressure

Studies carried out in France and the United States, in particular, have shown
that a large proportion of motorists drive with dangerously under-inflated
tires (see box opposite). Faced with this situation, Michelin's approach is
two-fold.

Technical innovations

We have developed different electronic pressure measurement systems
which provide the driver with real-time pressure information, including: "The
EnTire Solution” developed with TRW for the passenger car tire market and
the IVTM (Integrated Vehicle Tyre Monitoring) process, designed with Wabco
for the truck market.

Raising public awareness

Above and beyond technical innovations, it is still essential for motorists to
check their tire pressure regularly, as under-inflation reduces road handling
and accelerates tire wear.

So, our approach also aims to influence their behavior. In 2002, numerous
operations were carried out for this purpose:
- free pressure check and inflation campaigns in France, Italy and
Germany (6,650 vehicles assisted in 2002); educational measures at
driving schools and within professional training programs;

- making French authorities aware of the need to improve regulations,
recommending, in particular, better information for motorists at driving
schools and during vehicle technical inspections on the importance
of the tire; mandatory installation of a pressure checking system in
vehicles; radical improvement of tire inflation stations, in terms of
accuracy, number and comfort.

A number of countries have already passed legislation on this decisive aspect
of road safety. In the United States, for example, all vehicles with a gross
weight of 10,000 Ibs or less manufactured from November 2003 must be
equipped with a tire pressure measurement system.
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> Reducing the cost
per kilometer

Our price policy

For the user, the cost of a tire is not limited to its purchasing price

It also depends on its lifespan and its rolling resistance. The rolling resistance
accounts for some 20% of a car's fuel consumption and the figures are even
higher for trucks. For professional uses, the tire's reliability (50% of truck
breakdowns are linked to tires) and its ability to carry increasingly heavier
loads must also be taken into account. In addition to these costs, we must
add the cost of processing the tire at the end of its service life (see p. 118).

The psychological price barrier

These different elements are already assimilated by major truck fleet
managers, but the situation is quite different for other customers: motorists
and vehicle manufacturers may, indeed, tend to favor price against cost per
kilometer or per ton. Although, in many cases, this choice is due to the need
to limit the initial investment for reasons of cash flow, it may be detrimental
to the customer's long-term economic interests.

Seeking value for users

Michelin's strategy aims to increase the overall added value of its products
for its customers. This approach is based, above all, on quality and enables
us to distribute our innovations on the market and to finance research. For
customers who are chiefly concerned with overall cost, we recommend
solutions such as “sale per kilometer" for shipping companies or the low
rolling resistance green tire for private motorists. For five years now, this
offer has been completed with entry-level tires marketed under brand names
such as Kormoran, Siamtyre or Icollantas.
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Our results: evolution of the cost per kilometer
and per ton

Our technical advances, our productivity gains, the distribution of the
radial tire with a longer lifespan, then the green tire which reduces fuel
consumption, have brought about a significant drop in the overall cost of
our tires since the 1960s.

Reduced rolling resistance

Although the green tire is generally more expensive to purchase, the
corresponding fuel savings outweigh the initial additional investment. It is
advantageous not only for shipping companies, but also for motorists,
particularly in countries where fuel is heavily taxed. The green tire has a
lower rolling resistance, thus making a significant contribution to reducing
fuel consumption, while preserving all other aspects of tire performance; this
tire is @ major innovation, which is recognized as such by the automotive
industry as a whole.

Longer tire life

Extending tire life has always been our priority objective, even if it means
curbing market growth. Michelin's strategy is to focus on improving the cost
per kilometer traveled which, overall, gives us an appreciable competitive
edge and helps increase our market shares. With the launch of the radial tire
as far back as 1946, the average service life of a standard tire was doubled.
Since the arrival of the first truck tires in 1900, Michelin has multiplied their
service life by nearly 1,000!

A number of operations have been developed to extend our tires' service life:

- at the design stage, perfecting the tire structure reduces its wear rate
and extends the casing service life;

- with a worn tire, retreading and regrooving processes give tires a
"second lease on life," by reusing the casing, which accounts for 70%
of the total materials. These operations, which mainly affect the truck
market, multiply a tire's service life by 2.5. Compared with the
purchase of two new tires, this amounts to a total saving of up to 36%.
Michelin is now the tire manufacturer the most heavily involved in
retreading.
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A leading force in retreading

Our retreading services provide professionals with an alternative to
purchasing new tires.

The worldwide truck tire retreading market is equivalent in size to half the
replacement market (considering new tires only), totaling a little more than
50 million tread ply equivalents per year.

Development on this market has been somewhat staggered from one region
to another: it is still a very small market in Africa and Asia, but is now
bigger than the new tire market, in units, in North and South America.

Michelin was a pioneer in this market and provides the reference products.
The Group's market share stands at around 10%.
Michelin is the only tire manufacturer directly involved in retreading with
expertise in hot and cold retreading technologies:

- RemiX, an exclusive Michelin process on Michelin casings, enables
complete control of the retreading system, using substantial industrial
capacity;

- Michelin Retread Technologies (MRT), in North America, and Recamic
provide operating flexibility in cold retreading technologies via
third-party retreading specialists;

- This offering is completed on European markets with Pneu Laurent,
Encore and Taufit.

Entry-level products and our responsibilities
Following the recent development of an "entry-level" range at Michelin, our
responsibilities are threefold:

- to guarantee perfect compliance, via identical quality tracking and
production control principles for all our tire brands;

- to achieve production cost levels, through productivity gains and
economies of scale, which enable us to set a retail price acceptable to
customers in this segment;

- to maintain our communication efforts in order to enable customers
to choose their tires wisely. Accordingly, we deliberately focus our
advertising and marketing investments on the most technically
advanced products, highlighting their overall cost rather than their
retail price.



> Improving road travel comfort

Source of vehicle noise

When we talk about road travel comfort or, in other words, minimizing
bumps or noise, three factors come into play: the tires, the road and
the vehicle. Road travel comfort is a multi-disciplinary issue, in which tire
specialists, suspension experts, car makers and road construction companies
have to work hand in hand.

For good grip on wet roads, we need a "rough” road surface and tires with
a tread pattern, to disperse water and restore dry contact with the road
surface. In addition, roads always include obstacles, such as bumps,
expansion joints, speed control bumps. Tires, for their part, are a flexible
object which must deform in order to form a contact patch with the road
surface. In the contact patch, these deformations and irreqularities cause
mini-shocks which generate vibrations in the tires, in the vehicle and in the
surrounding air. When these shocks spread to the vehicle's passengers and
the surrounding population, these mechanical and acoustic vibrations, above
a certain level, cause disturbance and fatigue.

Enhancing comfort therefore means designing tires which absorb surface
irregularities while generating as little noise as possible. The challenge is
multi-facetted: reducing disturbance for passengers and the surrounding
population, of course, while at the same time increasing driving comfort for
the driver, reducing a source of fatigue and thus improving safety.

%

Noise measurements
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Evolution of noise level regulations
in Europe
Drive-by test (exterior noise at full throttle)
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Over the past 20 years, noise emitted by cars

has decreased by an average of 4 dB(A). In other
words, vehicle sound power has been divided

by 2.3.

The noise emitted by trucks has decreased by an
average of 3 dB(A), amounting to a 50% drop in
their sound power.

* for trucks over 3.5 metric tonnes and with an
engine power over 150 kW.



Proportion of tire noise in total

vehicle noise at full throttle
Examples of measurement results

Measurements of a typical passenger car.

On this vehicle at full throttle, tire noise accounts
for one-third of the total noise in second gear,
and half in third.

dB(A)

6

2nd gear

3rd gear

Noise measured on a vehicle
without soundproofing

2 Noise measured on a
soundproofed vehicle, to assess
the tire/road surface noise

. 1 - 2 = Estimated noise level due to the
vehicle itself

Constant progress for more than a century

As early as 1898, we had proof that Michelin tires "drink obstacles," when
a motor car broke the 100 kph barrier without blowing out as a result of
violent jolts and bumps. And that was just the beginning: low pressure tire
in 1920, the first tread pattern noise patent in 1930, radial tire with flexible
sidewalls in 1946, enhancements to the road networks, increasingly more
efficient filtering of vehicle vibrations.

Today, research continues to ensure ever greater comfort and to match
technological progress in the automotive industry.

Reducing vehicle noise

Over the past 20 years, noise emitted by vehicles has reduced considerably.
Since the end of the 1970s, European regulatory noise levels applicable to
passenger cars have been divided by six, from 82 to 74 dB. Through its cons-
tant efforts to control tire-road noise, Michelin has played an important role
in this achievement.

Tire—road noise accounts for a considerable proportion of the exterior noise
generated by vehicles: at least 30% for a car driving at 30 kph (19 mph) in
second gear, at least 50% at 50 kph (31 mph) in third gear and around 90%
on highways at 130 kph (81 mph).

While Michelin has long since undertaken research into noise generated by
its tires via measurements on soundproofed vehicles, the European Union
has only recently issued a directive on tire-road noise (2001/43/CE). This new
directive will be implemented gradually between 2003 and 2011. It includes
measures to limit tire noise* on passenger cars to between 72 and 78 dB,
depending on the width and type of tire.

While continuing our own efforts to improve tire "noise" performance, we
have entered into partnerships with the relevant experts in these fields and,
in particular, road surface specialists.

* Coast-by tests (at 80 kph, engine switched off)



> Matching vehicle developments

Bigger and more powerful: major trends on
the passenger car market

Given the rapid development of top range vehicles on most passenger car
markets, the appropriate tires for this segment now account for a
substantial proportion of total demand. They have specific technical
features: size, shape and load capacity for SUV (Sport Utility Vehicles, also
known as 4-wheel drive vehicles) tires, grip and heat resistance on high
performance tires, to withstand the speeds clocked up by sports sedans and
sports coupés. In some cases, we need to adapt our production facilities for
smaller quantities to meet this demand.

Michelin has major competitive advantages which enable it to handle these
technical constraints. As technological leaders, we are able to meet even the
most stringent demands. Our exclusive production process, C3M, provides
the necessary flexibility to produce these tires.

On other market segments: meeting the most technical
of requirements

Michelin also develops a product offering to accompany car makers as they
extend their ranges. On the professional vehicle segment, including earth-
mover and mining equipment, the market trend is toward bigger tires. These
tires provide a solution for greater vehicle payloads, aimed at improving
productivity and reducing the number of round trips for a given volume.
Michelin considers that applying this approach to trucks, i.e. increasing the
volume of goods carried, would lead to a reduction in the number of trucks
on the roads and enhance carrier productivity, while helping reduce gridlock.
In Europe, maximum authorized sizes and payloads for trucks differ
significantly from one country to another. We participate in debates with
public authorities as to possible regulatory changes and we are currently
working on prototypes which reflect market needs.
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4 - Preparing the future
through continuous innovation

Michelin as a driving force in the tire market

From the very beginning, Michelin has always worked toward enhancing
mobility, mainly through its products. Accordingly, we have regularly
marketed "revolutions” designed to extend product life, increase payload,
enhance safety and comfort, and reduce cost for customers. These
innovations include the first removable bicycle tire in 1891, followed by the
motor car equivalent in 1895. The first metal casing tire was marketed in
1937, followed by the radial tire in 1947: these products enabled a
considerable increase in safety and tire life while reducing fuel consumption.
The green tire, launched in 1992, further contributed to lower fuel
consumption. PAX System, marketed in 1998, improves grip, enhances
running conditions and, for the first time, enables motorists to drive without
a spare tire. More recently, the XOne has enabled carriers another leap
forward in terms of fuel efficiency.

innovation: a state of mind requiring special resources

The Company's innovations are based on a specific Group value: going
straight to the facts. To implement this value fully, we have gradually
established highly sophisticated research and experimentation facilities.
With a staff of more than 4,000 people and an annual budget of more than
€700 million (4.5% of Group Net Sales), our Technology Center is at the
heart of our strategy.

fts main responsibilities are:

- tire design using highly elaborate mathematical models;

- research and analysis of tire raw materials and components (mass
spectrometry, electron microscopy, nuclear magnetic resonance, etc.);

- grip, noise, comfort and rolling resistance testing, as well as road
handling tests on vehicles in order to validate the performance of our
products (37,000 evaluations per year),

- wear and endurance testing on vehicles or machines (325 million kilo-
meters of tests every year, or twice the distance between the earth and
the sun!)

To meet the specific needs of each market, our Technology Center's
activities are divided into three major economic zones: North America,
Europe and Asia.



Innovation: taking risks

Innovation enables us to meet our customers' needs and sometimes to
anticipate them. But an innovation may take several decades to penetrate a
market: a commercial launch is therefore a risk. Accordingly, it must be
based on long-term vision of the markets and future developments in the
area of mobility. If this innovation provides a true long-term advantage, it is
our duty to bear the financial risk: this is one of the major responsibilities of
the industrial world. The radial tire is a significant example of this delay
between innovation and widespread use. Michelin patented the radial tire in
1946 and began marketing it the following year: its long-standing
advantages in terms of safety, durability and fuel efficiency are still not
systematically used worldwide. To speed up the distribution of innovations,
we can also decide to enter into partnership agreements with our
competitors. This was the case with PAX System, when we granted licenses
to other tire manufacturers in order to develop a new industry standard. Up
to a certain point, the focus and efficiency of our marketing and
communication work targeting the public and the authorities can influence
the diffusion of innovations.

Establishing partnerships

Automotive technology is a vast field. It is covered by different players, each
one working in a segment corresponding to the main vehicle functions
(braking, steering and suspension).

Tires are an essential element, interacting with each one of these functions.
So we therefore strive to work hand in hand with the best experts to develop
innovative solutions for our customers.

Our competence focuses on tires and suspension systems. This expertise
naturally drives us to take on other challenges such as tire pressure
monitoring, transmission of information from the tires to other systems, such
as ESP or on-board driver information systems.

We have recently announced partnerships with several companies: Robert
Bosch, TRW, WABCO (see box p. 52). Through these partnerships, we are
able to explore other areas of expertise, while continuing to enhance safety
and driving comfort.
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Greater interaction between tire and vehicle.

Our customers require real-time information on the state of their tires. A
number of our innovations provide solutions for this legitimate safety
demand, including continuous tire pressure monitoring. Another demand,
which has been high on the agenda of truck fleet managers for some time
now, is to provide tires with the ability to exchange information with their
environment. The aim here is to anticipate possible tire malfunction, in order
to keep vehicle down time to a minimum.

Accordingly, at the end of 2002, the Truck Product Line announced
the world premiere launch of the “eTire System,” on the U.S. market.
This unique process provides automated pressure data collection and
maintenance operations for each equipped tire. The principle of the eTire
System is as follows: an electronic microprocessor is fitted inside the truck
tires; it communicates with fixed sensors (terminals) or mobile units used by
technicians; a software application collates the data, which is collected via
Internet, for subsequent processing. For the first time ever, truck fleets will
receive real- time information on the exact performance of their tires,
enabling optimized cost and management.



5 - Facilitating travel

Michelin, a long-term partner in mobility

In the tire industry, numerous innovations, in past and recent years, have
brought about considerable progress in the mobility of people and goods.

But mobility also embraces the vast field of travel-related information. As
publishers of road maps since 1910, inventors of the milepost in France and
promoters of tire use at the end of the 19th century, Michelin has always
been a vanguard force in advancing mobility.

Assisting travel means supplying the relevant information to ensure a
successful journey: distance, traveling time, tourist attractions, practical
advice. Michelin maps and guides, first created with the advent of the motor
car, are now leaders in the European tourist industry. Every year, our Group
publishes more than 20 million copies. With these publications, we meet the
basic needs of all travelers:
- finding one's way, with maps, plans and atlases;
- finding places of interest, and taking full advantage of one's leisure
time, with the tourist guides;
- eating out or finding a place to stay, with the annual hotel and
restaurant guides.

As early as 1989, Michelin innovated with its first "on-line" route planner,
which rapidly became the market leader. The Group's subsidiary,
ViaMichelin, established in 2001, develops and markets digital mobility
assistance products and services for European road users (maps, routes,
hotels, restaurants, traffic, tourism and other information). These products
and services, available on numerous media (CD-Rom, Internet, mobile
phones and PDA software), are intended for private users and professionals
alike.

For further information: www.viamichelin.com

R
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Travel assistance with ViaMichelin
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6 - Evaluating our performance
vis-a-vis our customers

User satisfaction indicators

We generally use three types of indicators to measure our customers'
satisfaction:

- brand loyalty at first tire remplacement: how many new vehicle owners
remain loyal to their car's original brand of tires when changing tires for
the first time? This loyalty rate provides information on overall driver
satisfaction;

“Equity”: this is the percentage of the survey population who know a
brand sufficiently to award a mark (this percentage is referred to as
salience), multiplied by this mark. For example, if the average perceived
quality mark is 8 out of 10, with a salience of 60%, then equity
is 8 x 0.60 = 4.8. We evaluate Equity via regular studies which we
commission to polling companies;

1.D. Power satisfaction studies: these studies are carried out among
sample populations of users by J.D. Power, an independent marketing
information firm, using its own specific methodology. They provide an
evaluation of tire quality, as perceived by users, based on criteria which
vary from one country to another. See website www.jdpa.com

Excerpts from these studies carried out in 2002 in different countries show
Michelin to be the indisputable leader in the sector.

1.D; Power Number One

In 2002 ‘Michélin:camie top of the J.D. Power
polh rank/ng first for five evaluation criteria:
qua//ty Bnd durability: sdes:gn tract/on driving
comfort‘ fuelefficiency..




Serving our distribution customers with state-of-the-art
logistics

Our products are marketed via a network of distributors and retailers. These
automobile and consumer service professionals are also our customers. Our
ability to serve them with the tires they require, with the shortest possible
lead times, is a decisive factor when it comes to customer satisfaction.
To ensure that our service is constantly improving, we have devised an
indicator called T.5.D.: the Demand Satisfaction Rate (Taux de Satisfaction de
la Demande or fill rate). This indicator measures the performance of our
Supply Chain, our complete delivery process, from order-taking to reception
of the product by the customer. It integrates numerous aspects of our
activity: inventory management, production of batches of required products
and delivery logistics. It is examined continuously on all our product lines.

Awards

Volkswagen Group Award

In June 2002, Michelin received the VW Group Award in the "Product
Quality" category. Qut of 6,500 suppliers worldwide, Volkswagen decided to
reward the 25 best in the following fields: development, product quality,
service provision, logistics and environment. Michelin was the only tire
manufacturer to receive an award.

NASA Silver Snoopy

Snoopy, the famous dog from Peanuts®, has been chosen by NASA to
symbolize safety. In 2002, the Silver Snoopy was awarded to our U.S. teams
for the new "Michelin Air," designed for the space shuttle's main landing
gear. This tire is designed to bear a 20% additional load and 11% extra
speed, and can withstand long-term exposure to low temperatures during
space flight (-60°C) without suffering any damage.

> Respect for Customers

NASA astronaut, Pat Forrester,
alongside Bibendum, the Michelin Man




7 - Analyzing dilemmas

Reconciling stakeholders' expectations and compliance
with our values

The Michelin Group's development is based on five fundamental values:
respect for customers, for people, for shareholders, for the environment and
for facts. And our decisions are taken with the aim of implementing these
values. We can, however, be faced with delicate decisions. In the same
way as tires are a balance between different, sometimes contradictory
performances, the Group's response to a specific demand from the markets
or from its stakeholders may involve the risk, in some situations, of being
detrimental to improvement in the performance of other factors.

Accordingly, market growth, in terms of units sold, corresponds to a need
expressed by customers, who are more and more numerous on the roads.
This trend, which is beneficial for economic activity in general and for the
Company in particular, may have a negative impact on the environment, if
the increase in traffic is not offset by technological developments made on
vehicles and tires to reduce pollutant emissions.

Likewise, and particularly in emerging countries, customers may wish to
purchase very inexpensive tires, without caring about their basic technical
performance (grip, robustness, service life, for example) or their performance
in terms of rolling resistance. Given the essential nature of safety-related
performance, it may become unavoidable to favor them ahead of
environmental performance, despite the fact that development in emerging
countries must go hand in hand with a reduction in negative impacts on the
environment.

In this type of situation, exercising one's responsibility means systematically
evaluating the potential negative impacts of greater performance in a given
field, and lessening or eliminating them.

Cur responsibilities regarding market trends

We have three levers to influence market trends;

- our marketing policy stimulates sales of those of our tires which are the
most suitable for sustainable mobility;

-to a certain extent, our communications campaigns guide purchasing
behavior and the ways in which our products are used;

- our contacts with representatives of the public authorities enable us to
point out the real issues in the area of mobility today.



Supporting positive trends

[t is our responsibility to bolster trends which contribute to respecting our
values, such as reducing tire rolling resistance or increasing tire service life,
while preserving other performances. We do this by enhancing all our
product ranges and, in particular, by promoting the green tire {(see p. 111),
the XOne tire (see p. 113) and Challenge Bibendum (see p. 22). Challenge
Bibendum was set up to encourage research into clean transport
technologies; it serves as a catalyst for the automotive industry's efforts in
the environmental field.

Limiting the development of problem trends

High-end vehicles are the showcase par excellence for technical
performance. They have a very specific range of features: engine power,
possibility of reaching high speeds (sedans and sports coupés), commanding
weight and size (4-wheel drive and SUV) and, in general, high fuel
consumption. These top range segments, often synonymous with driving
pleasure, are also considered by some as portraying an image often difficult
to reconcile with safety and environmental protection.

QOut of respect for our customers, our employees and our shareholders, we
choose to supply only very high quality tires on these market segments. As
responsible manufacturers, we constantly enhance the performance of these
products, particularly in terms of rolling resistance, in order to generate less
pollution, and increase service life, without tolerating any compromise when
it comes to safety. On every given market segment, we wish to provide tires
which offer the best possible solution for our customers' requirements, while
minimizing to a minimum negative impact for society.

Our presence on these specific segments is highly consistent with our
commitment toward sustainable mobility: the products we market are a
recognized source of progress, which is also passed on to our other product
ranges. In the medium term, our public statements, as well as those made
by all the players in the automotive industry, will have to emphasize this
consistency, highlighting in particular sustainable practices and values in
these segments.
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Review of our values in practice

Respect for People

““dialogue for harmomous development w:thln society.
1 is:our.firm mtentron to encourage positive relationships
with all our partners. “this'in-a spirit of honesty and
jmutual respect to establish a dialogue, which is beneficial

' ~for one and all. »

v ‘We want to pursu e Mlchehn Group s worldw:de
expans:on {..1 encourage personal development and self-
ization within the. company for one and all, in the

S exer of their responsrblhtles. »

| ’ ‘,'Michvelin 'Perforrnance and 'Responsibility Charter




1 - Our social and economic footprint,

our responsibilities

A broad conception of our responsibiiities

Our aim is to establish mutually beneficial relationships with all the people
concerned by our activities. To do this, we must satisfy their long-term
expectations, while ensuring our values are permanently respected. In
addition, we consider that exercising our responsibilities may sometimes
extend beyond the framework of our legal obligations. Throughout this
report, we will cover these responsibilities from two angles:

- via our "social and economic footprint,” or in other words the lasting
mark made through our links with stakeholders by means of the salaries
and taxes we pay, the purchases we make and the corresponding
impact on employment;

-via the dialogue established with our customers, shareholders,
suppliers, employees, the authorities, etc., which offers numerous
opportunities for mutually beneficial exchanges and development of
our activities.

Relationships with our customers and shareholders, the first bringing us
income and the second, the capital needed for our business, are covered in
the chapters preceding and following this one. Relationships with Michelin
employees, employee representatives, our suppliers, local communities and
the authorities are described in this chapter.

> Respect for People
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Our socia/ and economic footprint

Our products contribute to economic activity by fostering the mobility of
people and goods, therefore helping create and maintain numerous jobs.
Our business activity is a factor of economic vitality, due to the financial
flows established with various players: employees, suppliers, states,
shareholders, local authorities, etc. This contribution is monitored by
financial reporting, which accounts for the different elements expressed in
monetary terms, such as purchases or taxes.

Our economic contribution is presented in concrete terms by describing how

our Net Sales are redistributed and estimating the number of jobs which

rely on it. This approach should, however, be refined to achieve a more
accurate perception of our social and economic footprint, similar to the
environmental footprint concept:

- by taking local development into account, together with various purchase
related taxes;

- by estimating more precisely the number of indirect jobs generated by the
monetary flows;

- by assessing all the contributions of our activity, such as improving the
employability of our staff through training or reducing the number of
accidents through innovation;

- by also assessing the cost of environmental impact for the Company.

Overall, including our own employees, we estimate that around 900,000
jobs worldwide are linked to our purchases of all kinds, including natural
rubber, and to our outsourcing, tire distribution and retreading activities.

Breakdown of revenue from our activities in 2002

To realize our Net Sales, we incurred expenses (salaries, purchases of raw
materials, operating costs, taxes, etc.). These expenses correspond to
revenue for stakeholders. They use them, in turn, to pay salaries and taxes.
This redistribution for 2002 is indicated on the next page, on the basis of our
annual financial statements,



Breakdown of revenue from
our activities in 2002

Sums retained by the Company

to finance its investments

and cover risks: €1,459 million

They represent depreciation expense
and provisions. Part of the profit is also
allocated to reserves.

£15,645 miilion
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Other income

In addition to our sales, there are
provision reversals and other
operating income.

€546 million
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« We want to pursue the Michelin Group's
worldwide expansion based on

three guiding principles:

- maintain a strong, open and shared company
culture, 2 source of social cohesion and
motivation;

- encourage personal development and self-
reatization within the company for one and a/l,
in the exercise of their responsibilities;

- ensure constant compliance with the
regulations and respect for cultures of the
countries in which we operate. »

Michelin Performance
and Responsibility Charter

Employee Satisfaction concerning
respect for Group values in
decisions made

satisfied

no opinion [ dissatisfied

Source: 2001 personnel survey

« To avoid accidents [.] it is not enough to
Create ingenious mechanisms and give clear
instructions, we must constantly ensure they are
complied with. »

Edouard Michelin - 1808
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2 - Michelin employees

Our values

This fundamental wish to contribute to the development of people has, since
the outset, been reflected in the specific responsibility entrusted to the
Personnel department, which has 1,400 employees worldwide.
The Personnel department is an active participant in the relationship
between each employee and the Company, in addition to the hierarchical
structure, and ultimately an avenue of appeal It is a key player in the
development of people in the exercise of their missions and responsibilities.
It guarantees fair assessment of performance, and has two complementary
aims:
- to build individual professional advancement, in line with personal
aspirations, and corresponding to proven skills and performance;
- to satisty the personnel requirements of the Group’s entities, both in the
short and long term.

In order to implement the principles indicated above, two basic attitudes are
essential: receptiveness and dialogue. We ask our managers to implement
these attitudes in their everyday work.

In compliance with this approach, external consultants, ISR {International
Survey Research), conduct periodic surveys of our employees (see p. 72). The
results of the 2001 survey indicate that 79% of our employees are proud to
be members of the Michelin Group and 71% consider that working
relationships are good. Nevertheless, it also estimates that, since the 1937
survey, efforts in the area of working conditions have been inadequate.

Several aspects of how we apply our principles governing respect for people
are covered hereafter.



Working conditions

To ensure that Health, Safety and Environmental issues relating to production
sites are better taken into account, the Environment and Prevention Group
Service (SGEP) has received a budget of €400 million for the period 2002-
2005. Within the framework of this approach, its first task was to combine
existing expertise into a network of managers and draw up an action plan
appropriate for each industrial site.

Workplace safety

Workplace safety has always been considered an integral component of our
sites’ performance. Nevertheless, the results of a study conducted in 2002
throughout the Group revealed a situation that was considered to be
globally unsatisfactory.

Major differences were highlighted in performance between sites. Four
Group plants did not record any accidents in 2002 - American Steel Cord and
the Kansas City aircraft tire retread unit in the United States, Siam Steel Cord
and TTM Leam Chabang in Thailand. Exemplary results were obtained in
15% of sites. Nevertheless, the Group’s lost time injury frequency rate (TF)
reached 18.06 in 2002, with a severity rate (TG) of 0.65.

Unfortunately, two fatal accidents occurred involving our employees: one in
China during a maintenance operation and one in Canada during a night
snow removal operation. We also deplore the fatal accident which occurred
in Mexico involving a member of a building firm working on one of our sites
undergoing reconstruction, where production had been stopped for several
months.

Improving safety at work for our employees and subcontractors is a major
necessity today. We are determined to speed up progress year after year, in
particular in plants where performance is less satisfactory.

3
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Frequency and severity
of accidents
by geographical zone

Nbr of accidents

Mt of days lost

gy

Number of accidents
per month for 1,000 people

Number of lost work days
per month for 1,000 people

d  Sampling

for analysis

at the Bassens
plant, France
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« Our aim is to apply the sarme
international health protection standards
in ail the countries in which we operate. »

Michelin Performance
and Responsibility Charter
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Our progress plan includes:

-an ambitious program of training and involvement at all levels of
management: 80% of accidents in the workplace are related to behavior
and 20% to technical problems;

- establishment of a database of best practices resulting from experience at
the best-performing sites;

- definition of Group risk-evaluation referentials and technical guides;

- corresponding action plans appropriate for each site.

End 2002: 76 out of 93 site managers received training in best internal
practices. All of them have set up action plans for 2003.

Ergonomics

The Group has developed methods of assessment that enable improvement
plans to be drawn up for workstations (EVANE: evaluation of the ergonomic
level of workstations).

These tools are deployed by a network of experts on the various continents.
Up to now, all of the workstations at 41 industrial sites have been assessed,
which, for France, represents over 1,000 workstations, i.e. 60% of production
employees. This operation has enabled us to define our priority action. The
workstation improvement budget is €30 miflion for 2003.

We are currently increasing the number of experts in the various Group entities
and networking operations in order to ensure the consistency and sharing of
experience.

A preventive approach to ergonomics, as soon as projects are launched, will
provide a guarantee of better results while optimizing our resources.

Progress will be measured by regular assessment of work situations. We will be
able to establish priorities for corrective action by comparing them with Group
standards.

-2003-2006. objectlves

. The EVANE (evaluatlon of the ergonomlc level of

. «~workstat10ns) ergonomic standard is deflned and
radually applied:toiall workstations.

s No Group workstations. below the EVANE standard.

‘e, Ergonomics is given. formal. con5|deratlon and applled as
soon as pl’OJECtS are launched




Work environment

The quality of the work environment is considered satisfactory by 50% of
employees, a result slightly down between the two satisfaction surveys
conducted in 1997 and 2001. This point was also raised by an internal
diagnosis carried out by managers in early 2002. Over and above actual
ergonomic aspects, we endeavored to improve the comfort and appearance
of our infrastructures, combining functionality and pleasant surroundings
whenever possible.

Working conditions on our rubber plantations

We employ close to 3,500 people on our plantations {see p.103 on
environmental aspects).

We provide housing for their families. Plantations are equipped with social
infrastructures, schools for children, leisure facilities and means of transport
to meet needs. Beyond the framework of occupational medicine, our
dispensaries treat families and, in emergencies, arrange appropriate
evacuation to hospitals. In terms of safety, every step is taken to ensure our
employees use the industrial safety equipment applicable to their jobs.

On each of its four plantations in Nigeria, Michelin has set up a fund
dedicated to the local communities in order to promote infrastructures and
social projects.

Tapping a rubber
tree on our Bahia
plantation in Brazil
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Employee satisfaction concerning
physical working conditions
(ventilation, noise, lighting, work space, etc.)

- 45%

" dissatisfied

B satisfied [
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Source: 2001 survey of personnel
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Health and Safety at Work

The health of our employees is one of our major concerns (see our Charter).
We take preventive action as well as setting up the necessary systems for
covering payment.

We are developing the following action:

- application of a “new products” process at the end of 2003. It consists
of an analysis of environmental and sanitary risks prior to the
implementation of any new industrialization process. This study examines
all the physical and chemical modifications occurring in a production
chain and their consequences on health. Thus, the chemical substances
entering into tire production are closely analyzed against reference norms
to eliminate risks for our employees. Any product or process not satisfying
the criteria of these analyses will be eliminated;
use of recognized external experts, if necessary, for specific studies;
coordination of the network of Group doctors to share knowledge and
experience;
regularly updated health checks, with priority given to countries where
our facilities have been recently established. In 2002, an initial assessment
of the level of medical assistance and emergency assistance resources was
made in Russia and Romania. An updated health report was established
in China, Nigeria and Algeria.



Career development for ajl categories of personne!

We manage careers on a long-term basis: they are generally developed over
periods of around 20 years. People employed on fixed-term contracts
represent less than 2% of the Group’s total payroll. We are very selective
about the quality of the people we recruit; we continue to assist them in order
to give them opportunities for real career development. Each member of the
workforce, regardless of status, is monitored by a career manager. Overall, we
give preference to internal promotion rather than seeking employees from
outside. As a result, around 30% of French managerial staff were promoted
from inside the company. We also encourage geographical mobility and
mobility between departments within the Group. On average, a Michelin
manager changes jobs every three to four years.

These fundamental principles governing career management increase cultural
cohesion within the Group. They enable our staff to develop a varied, sound
professional experience. In 2002, natural attrition (resignations, retirement,
termination of fixed-term contracts, deaths) was under 6%.

To ensure that the approach fostering internal promotion is not a handicap
when we wish to quickly adjust parameters of our personnel management -
promotion of women or age pyramid, for example - we sometimes have to
hire specific categories of personnel. In numerous countries where the Group
operates, recruitment was high during the sixties and seventies. As a result, a
large population of employees is about to retire. Experienced personnel will
therefore be recruited more often than in the past.
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Employee satisfaction
concerning:

respect for personnel
by their immediate supervisor

e 2¢7%

relationships among co-workers

5% 16%
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Source: 2001 survey of personnel
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Anticipating retirements between 2002 and 2006.

In recent years, Michelin has hired managerial staff on an extensive, sustained
basis; more than 400 a year in the past three years. Nevertheless, like all
European companies, we are now facing the prospect of massive retirements
among the “baby boomer” generation, starting in 2004. In the next five years,
we will have to cope with major personnel changes, particularly with respect
to management positions. Such an age pyramid has led us to anticipate
recruitment.

In France, this phenomenon has been accelerated by an early retirement
program for employees who have performed shift work for at least 15 years. A
total of 8,000 people will be retiring or taking early retirement between 2002
and 2006. These mass departures are offset by advance recruitment carried out
in the past few years (1,000 people a year, all categories combined).

Keeping older employees is also an important component in the management
of our workforce: the over 55s, which in France represented 3% of the work-
force in 1995, now account for 16.5%.

Training
Training all our employees so they are able to carry out their jobs successfully,
evolve within the Group, make a contribution to its development and reinforce
their employability is a key point in our strategic orientation for the devel-
opment of employees. In 2002, we devoted 4% of our payroll to training. This
mainly covers three areas:

- training in management methods (5.5% of total);

- specific professional training (83.3 % of total),

- training on more general subjects (languages or office software, in

particular: 10.9% of total).



Diversity, a matter of creativity and progress

The variety of career paths and experience of the men and women within a
team has a beneficial effect on creativity, innovation, progress and mutual
enrichment. Developing diversity means establishing conditions that allow
all company employees, without discrimination on any specific criteria,
to enrich their professional career path within the Company and, according
to their skills, take on managerial positions. Ht ensures a diverse mix at the
different management levels.

Fostering this plurality is one of the nine areas of specific action in the
Michelin Performance and Responsibility approach. Our 2003 plan is to set
up the conditions for long-term success in this project.

Internationalization policy
Since the very beginning, Michelin has always adapted to the culture of its
host countries and encouraged management mobility.

The Group now has over 700 expatriates of 29 different nationalities,
working in 58 different countries. 530 of them are managers, representing
around 10% of the Group’s managers. Many of our managers have at least
one international experience. 33% of senior management positions are
currently held by non-French nationals.

Women within the Group

Our personnel is predominantly male at all levels of management. This
situation can mainly be explained historically by the fact that the Group's
traditional professional sectors (production or sales, for example) have tended
to attract males more than females. Today, 12% of our managers are women
but only 3.5% of senior management posts are held by women. We are
setting up a recruitment policy more adapted to the current proportion of
women graduates in our various subsidiaries. In several countries, women
now account for 25 to 30% of new hires.

> Respect for People

Geographic origin of members
of the management team
(as of 12-31-2002)
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Integrating minorities

Our diversity development policy is currently most advanced in the United
States. Our practice is based on application of the non-discrimination princi-
ple stated in our Charter and on action taken by Group companies according
to local situations. These measures are carefully monitored. Nevertheless,
regardless of incentive programs, career development is still fundamentally
skill-driven.

A varied legal framework

Before any legal considerations, our principal objective is to diversify the
Group’s senior management through greater internationalization and
promotion of women. Progress on these two aspects is slowed down by
continuing historical trends and the importance of the time factor: to build
success, skills must be acquired and several years' experience is essential.
Laws in favor of the diversity of people vary throughout the world. They are
often based on quota systems. Our viewpoint is that, over and above this
type of transitional mechanism - which is not in the best interest of people
or the Company - it is more relevant to support cultural development.

[{o] equahty inthe ava;lab:hty

expatriate staff. Some of these
has: 150 pupils and students -from

00ls Jor the ch/!dren 1.1



Compensation and social protection

By increasing compensation for all categories of personnel, we ensure
that the best contributions to the Company’s development are rewarded
worldwide.

Our salary policies are competitively aligned with local markets.

As precursors in this field in Japan, in 2002 we switched from a salary
increase approach based on age and seniority to a system that acknowledges
skills and individual performance.

In emerging economies, we exceed local standards when deemed
inadequate in relation to cur internal surveys based on local cost-of-living
studies.

Social protection legislation (social security, pensions, provident funds, etc.),
varies immensely between the different countries in which Michelin
operates. We systematically endeavor to choose the most favorable
conditions available or authorized on the local market. In Poland, for
example, this was the case for the retirement system: we opted for new
legislation more favorable to employees as soon as it became effective in
2002.

Risk analysis of our presence in free-trade zones

Free-trade zones, initially created to speed up economic development, are
also criticized for the drift they may encourage, in terms of social conditions
for employees in particular. None of our production sites are located in such
free-trade zones.

> Respect for People

Breakdown of the payroll
by geographical zone
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»"'-‘Europe South America
North America Mi Asia

Africa and Middle East

Employee satisfaction
concerning fringe benefits
compared to other companies

14% e 39%

H satisfied

no opinion ' " dissatisfied

Source: 2001 survey of personne!




« We ... ] wish to hold positive, constructive
debate with the legal bodies representing
employees, with sincerity and respect for
their viewpoints. Our goal is balanced
development for both the company and
employees. »

Michelin Performance and
Responsibility Charter

Dialogue with employees

One aspect of our respect for people principle has always been ongoing
dialogue with our employees. The aim is to allow our personnel to express
their views as directly as possible to their hierarchy. In this context, in the
event of a divergence of viewpoint, career managers are an avenue of
appeal. A “relational triangle” is therefore established, composed of the
employee, the employee’s superior and the career manager. The role of
career managers is to support the professional development of the
employees under their responsibility. These principles are applied worldwide.

Direct dialogue: the satisfaction survey

A satisfaction survey of all Group employees is conducted periodically by ISR
(International Survey Research), an independent consultant. The results of
these surveys are used to launch progress plans which, to be as relevant as
possible, should always be considered as perfectible. We strive to improve
our capacity to make even more concrete use of the elements obtained from
these surveys.

The latest survey, conducted in 2001, covered an audience of 92,376
employees. The response rate was 76%, compared with an average of 60%
in other companies. 62% of employees are satisfied with Michelin as an
employer (compared with 60% in 1997). 11% are dissatisfied. The main
areas of satisfaction concern the quality and performance of our products,
the Group's contribution to road safety, the service provided to customers
and autonomy at work. Better salaries, internal communications and career
management are major points on which employees would like to see
improvement. The main results relative to these social topics are published in
this report.
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Dialogue with union representatives

Without calling the principles of direct dialogue into question, we wish to
maintain positive, constructive relationships with employees representatives
wherever they exist.

For three years now in France the Company has implemented its wish to
further social relationships by developing a contractual policy. This
determination has resulted in the negotiation of seven agreements
subsequent to the 35-hour work week protocol. More specifically, these
agreements involve salaries, employee profit-sharing, the CCA (Retirement
Agreement), PRP (Gradual Early Retirement) and incentive bonuses. In
September 2002, negotiations began with trade unions regarding the
conditions for exercising union rights and the operation of employees
representative bodies.

cross-European /ssues etc. Some 5.
representatives;‘were defined jointly when t
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with several trade unions. 5
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3 - Our relationships
with suppliers
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in 2002, the Group's purchases totaled €7 678 billion. They are broken down
inte raw materials, energy, equipment, supplies and services linked to
production and transport.
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adoption of such practices As our Charter indicates, we consider that our social and environmental
hie, responsibility must also be exercised in relation to our suppliers when they are
iabiz compentve hidding. n full initially selected and tnroughout the duration of our relationship. This prinaple
aih the competiton feve » | also determines strategic choices that may significantly change our purchasing
strategy {product design, process evolution, outsourcing? We uftimately wish
to encourage
- respect for ethical rules in the relationship;
- an examination, with our suppliers, of all processes that can improve the
social and environmental conditions of production and, as & result, the
overall impact of our joint activity,

. ’
Our suppiers are salacred aftor v

Michelin Performance and
Responsibility Charter
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What is our influence on our suppliers? Breakdown of our purchases of
goods and services
Our influence on the practices of our suppliers is directly linked to our share (in value)

in their net sales. It also depends on our capacity to assess their performance.
This capacity is either based on close relations with our suppliers (presence y
of their employees on our sites, audits of their production sites, etc.) or on 28.7% " ; 8.8%
their social and environmental reporting. Our suppliers can be broken down :
into several categories according to these criteria;

8.6%

6.7%
1. service providers whose employees are present on our sites
(temporary staff agencies, security or maintenance services, etc.); 0.2%
2. rubber producers. The Group buys 10 to 13% of the world’s natural 10.2%
rubber production but our influence is slight due to the number of . 37%
small producers involved; ST
18.4% 3.0%
3. raw material producers. They are principally major industrial
companies (oil, chemical, petrochemical and metallurgy), with whom
we maintain close relations. Our influence, which is largely dependent RAW MATERIALS
on our quality control procedures, remains moderate due to the small B Natural rubber
share we represent in their net sales or the limited number of global Synthetic rubber
suppliers. We expect several of them to be able to meet our % Carbon black and silica

requirements in terms of social and environmental impact; 1 Other petrochemical derivatives
and textile reinforcement

. , . ’ Metal reinforcement
4. other suppliers (transport, energy, services, information systems and

communications). The influence we are able to exert on this varied ENERGY
group of small and large companies is variable and specific to each + Fuel oil, gas, coal
situation. Electricity

SERVICES AND SUPPLIES ASSOCIATED
WITH PRODUCTION

Equipment and industrial
supplies




« The International Labor Bureau
can only encourage multinationals
such as Michelin to draw
inspiration for their activities in the domain of
social responsibility from the principles of the
“Tripartite declaration of principles concerning
multinational enterprises and the social poticy.”
This declaration, adopted on the basis of
consensus between employees, workears and
governiments, provides guidelines for
muidtingtionals in areas such as employment,
professional training, health and safety at work
and industrial relations. »

Géran HULTIN, Executive Director of the
ILB, Employment Sector.

Our purchasing approach and its consequences on our
exposure to social and environmenta! risk

Due to the major role of raw materials in the performance of our products,
our approach toward suppliers is long-term, guided by a constant search
for sustained high quality. Within the framework of the close relations
established with our raw material suppliers, we actively participate in their
progress approach. In addition to this search for guality common to all our
purchases, the global strategy for improving our competitiveness has several
implications in terms of purchasing:

Outsourcing of services

This option reduces the number of direct jobs under our legal responsibility
in favor of indirect jobs. Suppliers of these services operate in a more
extensive market and have a varied portfolio of customers. The indirect
jobs created are therefore less sensitive to the economic cycles of our own
sector of activity.

Increasing purchases in Southern and Eastern European countries
Apart from natural rubber, the majority of our purchases - close to 80% -
come from industrialized countries where social and environmental
conditions are governed by legislation. The remaining 20% come from
emerging countries. Developing our purchases from these regions enables us
to contribute to local economic development. Impiementing the orientations
of our Charter helps improve social and environmental conditions of
production. Moreover, this increase in purchases may gradually lead to the
transfer of jobs from North to South and West to East;

Consolidation of purchasing at Group level

This enables us to achieve economies of scale and ensure a constant
high level of quality. It strengthens central management and increases our
options between different suppliers. It facilitates the application of social
and environmental selection criteria. From an economic standpoint,
consoelidation of purchasing may reduce our local influence since a plant may
no fonger necessarily buy from its focal area. On the other hand, it may
contribute to increasing our influence in more distant geographical zones.



Criteria applied to our suppliers

Child labor and forced labor

In accordance with ILO principles, we pay particular attention to the clauses
concerning child and forced labor. We know the risks facing suppliers in
certain geographical areas. In the field of rubber production {(covered on
page 79), the issue has been satisfactorily resolved. In other sectors, we have
not, as yet, identified any risk of breach of ILO regulations by our suppliers.
We nevertheless intend to include this concern in our audits and, if
necessary, add a special clause to our contracts.

Environment and safety in the workplace

Our raw material suppliers are selected via a rigorous process including
recommendations concerning production systems. Our supplier assessment
method includes impact on the environment and safety in the workplace.
These data are an integral part of the selection criteria, but do not currently
provide grounds for termination of contract. However, objectives for
progress in this field are included in the support plans we draw up with
our suppliers.

Other criteria

Elements relative to the social responsibility of suppliers, such as
compensation policies and compliance with labor law are taken into account
in specific cases, according to the particular situation of each supplier and
the known potential risks.

> Respect for People

supplier; in. Asia. Fearing 'that he did- not..

comply.with ILO regulations, we asked him,
and -his- competitors, to formally certify
compliance with these requirements. These
Suppliers, whenfinformed that refusal to

omply. with- these clauses would fead to-.

mination. of the contract, committed to
mply fully with ILO principles. “

« We are fundamentally opposed to child and
forced labor, in full compliance with the principles
of the International Labor Organization {..). We
expect high-quality services from our suppliers,
that contribute to meeting, as fully as possible, our
cusiomers’ expectations. We are particularly
attentive to their ability to effectively implement
practices and technologies, which respect national
and international law and, more generally people
and the environment. »

Michelin Performance
and Responsibility Charter
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Transportation of tires by container
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Our ambitions

The previously described developments reveal important issues, requiring an
even more formalized approach. We are currently reviewing these issues.
Our review concerns more detailed processes to analyze the risks inherent in
the various sectors where we purchase our supplies. If necessary, this study
will lead to a redefinition of our purchasing strategy.

s ‘and Ilmmng oar nsk Imked with thetr economic. viability. In
'ensure we do not exceed 15% of thezr net sales




A concrete example: our purchases of natural rubber

Our plantations enable us to increase the production guality of natural rubber,
its resistance to disease and its yield (see p. 103). Our knowledge of rubber
growing also helps improve the social conditions of production, which, in
parallel, helps us to ensure durable supplies.

Internal organization: a response to the market structure

Due to the market structure, small producers are heavily affected by
fluctuations in the price of natural rubber. When prices are low, this situation
generally results in producers abandoning rubber growing in favor of other,
short-cycle crops. This was the case between 1999 and 2001.

Since 1995, we have had an organization in Singapore that centralizes all the
Group's natural rubber requirements. It coordinates our dealings with the
different players in the sector in order to encourage constructive dialogue with
a view to stabilizing prices at a level which is acceptable to all parties.

Our action on the international front

In 1999, the financial crisis in Asia led to the disintegration of the INRO
(International Natural Rubber Organization). This market safeguard had
guaranteed relative price stability over the previous 20 years. Since then, the
three main countries of production (Thailand, Indonesia and Malaysia) have set
up an intervention program that is taking a long time to implement. We
believe that it is to the advantage of these producer and consumer states to
join forces again in order to re-establish an international requlatory authority.
We need an organization capable of drawing up statistics, anticipating market
change and offering a neutral, permanent framework for dialogue between
the parties involved. We support any international initiative in this direction.
Parallel to this, by means of bilateral relations, we encourage other countries,
such as Vietnam and China, to produce natural rubber.

“we maintain the compensat/on of produc
win;the medlum and Iong term.

a‘nr/C/patoo/. role to the fu//est:By.jsuppor_tmg prices,
./elw In:this- way, we reduce the upstream risk of a shortage
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Structure of the natural
rubber market
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Origin of our purchases

of natural rubber in 2002
(in thousands of tonnes)
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Aerial view of a rubber plantation

Support for market prices

In the current context, Michelin’s strategy remains unchanged. We continue
to buy as much natural rubber as needed, even at an artificially supported
price. Through the purchases we make in primarily local markets or directly
from processors (the main channel), we wish to support the different players
in the sector,

Means of safeguarding long-term supplies

Our strategy consists of supporting a sector that is already economically
profitable and lightweight as far as intermediaries are concerned. With this in
mind, we are exploring several options, including a pre-financing mechanism
for small producers. Such experiments are currently being made in Thailand.
Access to credit would doubtless reduce exposure to price fluctuations, thus
stabilizing producers in rural areas.

Our attention has also been drawn to another innovative possibility. This
would be to encourage the development of the rubber tree timber industry,
which could provide an additional outlet for producers.

market; recovered durmg 2002 and moved back to'the 1 997 leve/ Current prices
‘enable small planters to cont/nue theiractivity.
Oniaimore. jong-te on o1 nartura/ rubber prices at a level
';;arrsfa;tor)r,,for,»pro e for consumers (70% of them tire

( draiogue between the parties Irivolved which ex:sted up to 19989. Price stability is
“in fact vital for small producers..As they.are directly affected by fluctuations, they
,,,»tend to.abandon: their plantations.“Theiriprotection-is therefore a priority, both
1SUr /ong—term suppf/es and to.con /bute to /ast/ng development in rura/




4 - Our relationships
with local communities

“ Michelin Déve)oppement ”

The Group is determined to assume its responsibilities in the geographical
regions in which it operates. This is why, in 2002, it was decided to extend
the action taken in France since 1990 to the entire European continent. In
twelve years, thanks to the Société d’Industrialisation et de Développement
Economique (SIDE - regional industrialization and economic development
programy), this action has helped to create over 9,000 jobs.

In industrial areas where the Group operates, our objective is to support the
growth of SMEs by various means: our knowledge of players in the field of
economic development, the transfer of know-how and financial aid for job
creation projects.

Established in May 2002, MICHELIN DEVELOPPEMENT's mission is to co-
ordinate the activity of each European country in the area of economic
development in two directions: taking advantage of the Group’s
international dimension and encouraging the sharing of best practices.

in 2002, the following structures were created in Europe: “Michelin
Development” in the United Kingdom, “Michelin Desarollo” in Spain and
"Michelin Sviluppo” in italy. In 2003, this organization will be deployed in
Germany, Hungary, Russia and Romania.

Finally, the creation of these economic development companies reflects a
desire to effectively anticipate outplacement activities for employees affected
by restructuring measures. 1t helps to reindustrialize the employment areas
concerned.

> Respect for People

Since 1 997 ‘we have offered assistance to the
_children of “our employees in France with
deﬁn/ng therr career objectives and f/nd/ng their
first job.
Coordmators who are company employees,
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“Restructurmg of the Stoke-on-Trent site in the
United: ngdom

"“’Th/s site, whieh” opened in 1927, employed
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cut 1 700]Ob5 .
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busmess was-offered to interested employees.
F/na//y a partnershrp was set.up with public
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Employee satisfaction concerning
job security

Bl satisfied | noopinion | dissatisfied

Source: 2001 personnel survey
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Our action is guided by the following three principles:
- share our experience and know-how through free advice to small
businesses;
- grant companies unsecured loans at a preferential rate (50% of market
rate) to create leverage with banks;
- take part in local economic development networks.

Relations with Jocal residents and communities

Throughout the world we are undertaking an increasing number of
initiatives relating to local communities near our sites. In North America,
Michelin has a reputation for local involvement in the areas of charity work,
culture, sports, university and healthcare. Nevertheless, the worldwide
diagnostic conducted in early 2002 reflects significant variance in the
involvement of our sites. Since these choices primarily depend on the site
manager, we have prepared guidelines for local managers. They will
formalize the numerous initiatives taken by all our subsidiaries to become
involved in local life and inform loca! residents of our activities.

e'SomeJocal |mt|at|ves
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Recommendations in our tourist and hotel/restaurant
guides and the impact on tourism

By publishing maps, travel guides and hotel/restaurant guides, we have an
indirect impact on local communities. We are aware that our report, favor-
able or not, on a tourist site or hotel may have important consequences on
its activity. We have therefore always endeavored to make these decisions
carefully, after a thorough, objective inspection.

We make our judgement in a fully independent manner, according to our
own specific criteria. We rely on our experts (cartographers, authors and
inspectors, etc.) and established methods. We do not accept any financial
contribution from the sites, hotels or restaurants that we report on. Finally,
we carefully respect the facts. To ensure the reliability of our information, our
inspectors behave as ordinary travelers. Information received by mail from
our readers (around 30,000 letters a year) is systematically recorded.

We encourage our readers to understand cultures and respect the
environment they discover by providing them with information that is as
objective as possible.
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/i hould we take a stand in tourist 2
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in Turkey

the first i issue of one of our guides on Turkey,~
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‘we note that these hotels have now
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5 - Our relationships
with local authorities

Our course of action

Dedicated teams

Our teams responsible for Governement Relations are based in Paris
(five people), Brussels (five people), the United States (three people at
the Group’s head office in Greenville, South Carolina, supported by
advisors in Washington), Brazil (one person), Nigeria (one person) and China
(one person).

Our code of ethics

It is our responsibility to take part in public debate. With the prospect of
making a contribution to the general interest, we wish to pass on to
decision-makers any relevant technical information in our possession and
express our viewpoints.

On mobility issues, particularly the balance between the various modes of
transport or the processing of waste, the automotive industry is often
criticized for adopting defensive positions. Our understanding of
responsibility entails that we must make our positions public (see the
opposite page for our reaction to the European Commission White Paper on
Transport and the waste issue). It also leads us to implement all the
information and explanation resources permitted by local rules of public
debate in the countries in which we operate. In this respect, our policy is
governed by the Michelin Performance and Responsibility Charter and a
code of ethics specific to public affairs, in strict compliance with regulations.



Contribution to the public debate on mobility

Our reaction to the European Commission White Paper

In 2001, in a White Paper, the European Commission made public the
orientations it wished to see adopted in the area of transportation by 2010.
We share most of its recommendations on the internalization of external
costs (see p.18), improvement of the quality of road transport and the
reinforcement of intermodal transport. Nevertheless, we remain wary of
certain orientations. In particular, the Commission considers that profits
from operating highways could be used to finance other modes of
transportation, including rail. We tend to think that the capacity and
efficiency of road infrastructures need to be increased in order to absorb the
foreseeable growth in traffic and, at the same time, limit nuisance.
Regarding costs, with equal levels of service and efficiency, it is generally
recognized that the development of road infrastructures is more
advantageous than the development of infrastructures dedicated to other
modes of transport.

 the impact of our products o i onl
depth in con]uncnon with our zndust'
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Review of our values in practice

Respect for Shareholders




1 - Our shareholders,
our responsibilities

Who are our shareholders?

Institutional and individual shareholders who have made a long-term
commitment

As of December 31, 2002, Michelin's shareholders comprised 189,680
private individuals and 5,332 institutional shareholders (companies, pension
organizations and funds, insurance companies, investment companies*,
States, etc.). Among them were 56,000 employees. They hold 1.1% of the
capital. Compared with other listed companies in France, our shareholder
structure is characterized by a high percentage of individual shareholders
(close to 20% of shares held).

Since Michelin shares have been listed on the Paris Stock Exchange, all the
Group's Annual General Meetings have taken place on first call. A quorum
has always been reached, that is to say, the shareholders present or
represented held at least one third of shares with voting rights. In 2002, a
quorum of 56% was obtained, reflecting our shareholders’ keen interest in
the life and management of the Group.

Success of the first Employee Shareholding Plan

In 2002, to strengthen the involvement of all employees in value creation,
Michelin successfully launched its first worldwide employee shareholding
plan. We also set up a stock option plan for senior management.

In 2002, over 60% of the 100,000 employees who were offered the
possibility of subscribing, in sixteen countries, decided to become share-
holders. This massive support made Michelin the industrial company
with the highest rate of subscription for the launch of a first employee
shareholding plan.

A second subscription phase began in 2003, offering shares to over 103,000
employees in 70 countries, capped at 0.99% of the capital.

On completion of the two subscription phases, 69% of the 113,000 eligible
employees, of all nationalities, had chosen to become shareholders. They
applied for over 3,300,000 shares, although only 2,700,000 were available,
thus increasing the share of the capital held by employees to 2.1%.

At the same time, in May 2002, an initial stock option plan culminated in the

allotment of 716,600 stock options to senior and executive management in
France and abroad.

* Mutual funds (SICAV and FCP in France)
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Breakdown of Michelin capital
(at 12-31-02)
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Annual General Meeting of Shareholders
in Clermont-Ferrand (France) in May 2003

Qur responsibilities to our shareholders

Shareholders and, in general, all financial partners, invest capital in the
Group to ensure its development and growth or to help it to weather
difficuit periods. Respecting shareholders means fully recognizing their role
and the risks they take, involving them in the life of the Company and
striving to meet their long-term expectations.

Investors’ expectations

Our shareholders’ expectations may vary significantly, depending on the type
of investor, individual or institutional. They are nevertheless determined by
four factors:

- Financial return. This must be consistent with the level of capital
employed. It presupposes good operating performance and optimum
use of the Group's assets.

- Management of financial risk. This means publishing sound, reliable
and comprehensive accounts. It requires high-quality internal control
and rigorous investrnent procedures. it calls for a prudent policy aimed
at identifying and covering all risks to which the Company is exposed.

- Proper implementation of shareholders’ power of decision. This calls for
governance structures, detailed information on the Company’s activities
and effective control of its orientations.

- Regular, detailed information on the Company’s performance. This is
the essential condition for the above three requirements to be met.

For sometime now, the performance of the Company in relation to
sustainable development issues has been subject to growing attention from
investors. For some, it is a question of moral conviction; for others, it is an
additional means of limiting risks and creating new medium and long-term
opportunities. Proof of interest for this question is reflected in the increasing
number of requests for information we receive.
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2 - Our corporate governance

Cur mode of governance

For the past 140 years, our Company has had the legal form of a partnership
limited by shares (société en commandite par actions - SCA). Since 1951, the
Michelin Group holding company has been the SCA Compagnie Générale
des Etablissements Michelin (C.G.E.M.). This legal structure is one of the
levers that foster stable, highly responsible management, able to implement
long-term strategies. The originality of this structure lies in its two types of
partners:

- Limited Partners (shareholders) are holders of exclusively registered
shares. As a result, their shares are not escrowed before the General
Meeting. They are only liable for Michelin debt up to the limit of their
capital contributions. They appoint the Managing Partners (with the
unanimous approval of the General Partners), members of the
Supervisory Board (who are necessarily chosen from the shareholders)
and the Statutory Auditors;

SCA Compagnie Générale des Etablissements Michelin (CGEM)

Appoint after approval

Lm,i}tévd Partners
from General Partners R

Shafeholders)

Report on management to the
Annual General Meeting of
Shareholders

Approve proposals
for Extraordinary
General Meeting
of Shareholders

resolutions

Appoint
and revoke

Ensures ongoing
monitoring of
management

.. Statutory

. Supervisory ¢ !
12 Auditors

Management entity dhon U L
Contro! entity




- The General Partners are indefinitely and severally liable for Michelin's
debts against their personal assets. They may not relinquish their status
and responsibilities by resigning. Only the shareholders, at an
Extraordinary General Meeting, are empowered to authorize the
resignation of a General Partner. General Partners may, moreover, be
shareholders. However, in this case, they do not take part in the vote
concerning the appointment or revocation of members of the
Supervisory Board.

There are three General Partners:

Mr. Edouard Michelin,

Mr. René Zingraff,

Société Auxiliaire de Gestion (Sarl SAGES), whose sole vocation is to
ensure interim Management and convene an Extraordinary General
Meeting in the event of the simultaneous demise of the Managing
Partners.

A clear-cut separation between management and supervision functions
The Company is managed by the Managing Partners, who are necessarily
General Partners.

The Supervisory Board is responsible for permanent monitoring of the
Company's management. It verifies the fairness of financial statements and
monitors management decisions. At the General Meeting of Shareholders, it
gives its opinion on proposals made by the Managing Partners. It acts on
behalf of the shareholders and reports back to them on its actions at the
Annual General Meeting of Shareholders.

A legal structure that strengthens responsibility

Unlimited liability of the Managing Partners

As they do not receive a salary or non-cash benefits, the Managing Partners
receive statutory payments allocated to them on the basis of profits.
They are free to share out these profits between themselves as they deem
appropriate*. Their interests are therefore the same as the shareholders’, as
they only receive payment if the Company is profit-making. The decisions
they make involve long-term commitment on their part since they have
several and unlimited liability for the Company’s debts against their personal
assets. A legal structure of this nature can only reinforce the basic will for
vigilance when taking risks.

* For further information, please refer to the 2002 Annual Report.



Independence of the Supervisory Board

On December 31, 2002, there were five members on the Supervisory Board,
three of whom are independent, as defined by the Bouton report*, in that
"they have no relations, of any kind, with the Company, the Group or
Management, which may compromise their freedom of judgment”. At the
General Meeting of Shareholders on May 16, 2003, a sixth member was
appointed to the Supervisory Board by shareholders.

The independence of the Supervisory Board is ensured by the following
measures:

- the Managing Partners cannot become members, nor may they take
part in the election of members;

- C.G.E.M. does not hold any interests in companies outside the Group
in which members of the Supervisory Board have an occupation or
corporate appointment;

- neither the Managing Partners nor Michelin Group senior management
are involved in the governing bodies of such companies;

- moreover, the Supervisory Board analyzes and audits all the Group’s
business, results and prospects. Accordingly, it reviewed issues
pertaining to the Michelin Performance and Responsibility approach in
two of its meetings in 2002.

* French guidelines of best corporate governance practices

Publications
for our shareholders
and investors
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Dlalogue ‘Wwith our shareholders

'f?

”/nformat/on has been provided on the Group’s,
overall strategy since 2001. During the year,
olders " also ‘receive the ' Letter to
“Stockholders (published three times a year) and
the. Consolldated Earnings Guide, a detailed
report on the half-yearly accounts. Michelin also
;;fpub//shes a: Fact-book containing data. and
- information. on- the Group and the tire industry.
These. documents are available on our Internet
L site; together ‘with presentations and press
re/eases for institutional investors. In addition,
002, Michelin has presented its strategy in
e Investors’ Guide.

¢ r/y 2003, Michelin set up a Shareholders’
Advisory Committee to communicate more
efficiently. with individual shareholders. it has
w1 2smembers, two of whom are employee
+ shareholders.
vp: addition, : meetings are arranged regularly to
keepindividual shareho/ders and institutional
) vestors informed: L
.. for several years now Michelin has made
effort to keep its foreign shareholders
g t0 encourage them to exercise their
“voting” Tights:"As ‘of December 31, 2002, they
owned 49% of the Group s capital.

’ Inaddition to'our Annual Report, published

five weeks before the Annual General Meeting,




3 - Implementing values and
economic performance

The Group chooses to exercise its responsibilities and implement its values.
The impact of this decision on our economic performance may, however,
raise a number of issues. We would like to take this opportunity to explain
the merits of this orientation. We are convinced that it is consistent with our
economic performance objectives and maintain that an ethical commitment
which would go against the Company's economic balance could not be
viable and, as a result, would be neither genuine nor loyal.

Emergence of “socially responsible” investment

An increasing number of institutional investors integrate social and
environmental criteria into their traditional analysis of the Company’s
performance. The first generation of these investors was primarily moved by
ethical or religious convictions. For the current generation, adopting these
criteria is also a guarantee of new potential for improved financial
performance, via several levers:

- product competitiveness. Social and environmental concerns
regarding the tire industry broadly match themes which already
correspond to key competitiveness criteria on many markets. Improving
safety or reducing rolling resistance, areas in which Michelin has a
historic advance, are one example. In fact, monitoring these aspects
even more closely improves our ability to anticipate shifts in
performance;

risk control. Assuming social responsibility limits the threat of a
confidence and image crisis and guards against the ensuing legal risks.
This aspect concerns not only product quality, but also policies towards
suppliers and local communities. It guarantees the durability of the
Company’s business;

greater interaction with stakeholders. Our established reputation as
a company which lives up to its responsibilities makes for constructive
dialogue with all our stakeholders. It also helps in personnel recruitment
and motivation. In addition, it represents part of the value of our
brands, thereby contributing to the value of our share on the stock
market;

reinforcing our adaptability. Qur proactive approach enables us to
anticipate the development of unnecessarily restrictive legislation in
many areas. On social questions, for example, good relations with
employees and a sustained contribution to a healthy local economy
favor flexibility in our operations. All these elements contribute to
reducing our operating costs in the long term.



4 - Our economic
performance in 2002

Growth still higher than market levels
In line with our objectives, our Net Sales remained stable (-0.8% against
2001), based on an increase in sales which outperformed the market.

Increase in operating income

The 2002 operating margin amounted to 7.8%, higher than the Group’s
objective of 7 to 7.4%. The main contributing factors are the rise in sales
volumes, a slight fall in the cost of raw materials, an improvement in the
average unit selling price and continued efforts to reduce inventories of
finished products.

A rise in net income

Net income almost doubled, to €614 million. This improvement takes into
account the sale of real estate assets and a favorable change in the Group’s
average rate of taxation.

A stronger financial structure

Financial debt was down by over one billion euros against 2001. This
decrease is due to a reduction in working capital requirements and changes
in foreign exchange rate and the scope of consolidation.
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i 2002, Michelin moved cioser toward its economic
performance objective

Michelin sets its own economic performance objective based on the concept
of value creation. It measures the actual profitability of capital invested in
relation to a given objective.

Within this framework, Michelin has set as its target a high after-tax return
on economic capital of 15% based on euro interest rates. This rate of return
is recalculated for each currency in order to take into account differences in
interest rates and risks. The average required rate of return on economic
capital for 2002 was 15.4%.

To measure its economic performance, Michelin compares the “target” rate
of return, or calculated cost of debt and economic capital expressed as
a percentage of capital employed, to the "actual” rate of return, or net
income before interest expense.

In 2002, the Group moved closer toward its economic performance
objective, with an actual rate of 9.5%, just 0.3 points below the target rate
of return.



The Michelin share

Holding up well in a difficult economic climate

In a stock market affected by a slowdown in the economy and a crisis of
confidence on the part of investors, Michelin achieved the seventh best
performance on the CAC 40 share index in 2002. After a difficult financial
period in the early nineties, Michelin successfully invested in order to support
its strategy to upgrade range. Its working capital requirements were reduced
through an improvement in inventory management. Tighter debt control,
recently reinforced by our plans for competitiveness in Europe and North
America, increased the Group’s ability to adapt and react to variations in its
environment.

Dividend up by nearly 10%

The Annual General Meeting of Shareholders on May 16, 2003 adopted the
distribution of a net dividend of 0.93 euros (i.e. 1.395 euros including tax
credit). This represents an increase of 9.4% over the previous financial year
and 60.3% over the past 5 years.

Share price pattern

The performance of the Michelin share since 1990 compares very favorably
with the world tire index* and favorably with the world automotive index**.
Since 1998, the Group’s performance is better, overall, than that of its main
competitors. In 2002, the Michelin share price rose less than the Bridgestone
share and the French automotive index. It nonetheless compares favorably
with the CAC 40, world automotive and world tire indices.

Increase in the dividend from 1999 to 2002

01 00 gQg***
Net earnings per share 2.20 2.96 2.10
Net dividend per share 0.85 0.80 0.71

* Calculated from the CGEM, Bridgestone Corp., Goodyear Tire & Rubber Co., Pirelli Spa
and Continental AG share closing prices

** Calculated from the Morgan Stanley Capital International World Index Automobiles
& Components index

*** Pro forma
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Michelin’s financial image:
AGEFI* study on SBF 120** shares
March 2003

Transparent
from a financial
point of view

6.5/ (141)

1 5BF 120
average

Clear financial

:;"7;35(3“1) # 4

5 - External assessment
of our economic, social
and environmental
performance

Financial rating

Rating agencies assign a rating to Michelin which reflects their appreciation
of the Group’s sound financial position and stability in the short and long
term. For example, very few industrial groups achieve a Standard & Poor's
“BBB” rating. Michelin is clearly the leader in its sector for all the indices
mentioned in the table below.

communication 5.1 {5th)
They 6.7(2nd) .. 4.9
communicate

frequently on
their strategic
orientations

4.8 (Jth) i1 2.8

Their financial
forecasts are
always fairly
accurate
compared to
actual figures

cslam) a3
6.1 (2nd) .- 2.8

They publish very
clear and
unambiguous
financial
information

They frequently
publish data on
performance
progress

636 4
39 (30m) . 2.8

They respond
well to the
economic
situation

6.2 (Tw)
6.3 (2nd) "o

The share price
is @ good

representation of

the company’s
value

In bold type: financial analysts and fund managers

4302w 27

¥
el i
e
7

In normal type: private investors

* AGence Economigue et Financiére - a French financial daily

newspaper

** Index based on the first 120 French companies listed

ey CGEM ™ . CFM@  MFPM ®
Short-term Standard & Poor's* A2 A2 A2
Moody's** P2 P2 P2
Long-term Standard & Poor’s BBB+ BBB+ BBB+
Moody’s Baa2 Baal Baal
Qutlook Standard & Poor's® Stable Stable Stable
Moody's Stable Stable Stable

Rating at year end 2002

1) Compagnie Générale des Etablissements Michelin

2) Compagnie Financiére Michelin

3) Manufacture Francaise des Pneumatiques Michelin

4) In April 2003, Standard & Poor's confirmed the short and long-term financial ratings and
reduced the “"Outlook” rating from stable to negative

{
(
(
(

* The Standard & Poor’s short-term rating scale includes A1 (best rating), A2, A3, B, C and D.
[ts long-term ratings range from A to C, with three subdivisions per letter.
** Moody’s uses the same long-term classification and its short-term ratings range between
P(rime)-1, P-2 and P-3.



SatisTaction of our sharehoiders

The satisfaction of our shareholders and investors is assessed via two sources:
direct contacts with staff responsible for this function and independent
surveys of investors and analysts.

Michelin’s financial image, which is already positive, continues to improve.
The Group is ranked ninth by financial analysts and fund managers (with a
rating of 6.74) and fourth by private investors {also with a rating of 6.74)
among companies listed on the SBF120, the benchmark stock index for
French companies. These resuits concern the main satisfaction criteria
generally measured. Michelin is in first place in the “car makers and
equipment manufacturers” sector. However, specialized investors would like
to have more information on certain social and environmental aspects.

"Social responsibility of companies” rating

Various organizations assess the social and environmental performance of
major listed companies. These analyses are used to establish ethical stock
market indices or investment funds. At the present time, these are the only
assessments available on companies. They are currently still of a variable
quality, as are the resulting indices. There are many sources: documents
published by companies (business reports, technical brochures and
publications, Internet site), press articles, questionnaires, detailed or
otherwise, sent to companies and, occasionally, meetings or telephone
discussions with managers or staff members.

Assessment summaries

Up to now, rating organizations had very little information, particularly
quantified data, on the performance of tire manufacturers. Ability to
deliver information was, therefore, a decisive element in the assessment of
companies within the sector. At the end of 2002, Michelin was listed in one
index (ASP| Eurozone). At the end of 2003, two indices listed the Group
(ASP! Eurozone, DISI).
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1 - Our environmental
footprint and
our responsibilities

Evaluating owr envls

£ %

&3 3
Anzeszment (LOA]

Road travel is a precious vector of liberty and development in all societies.
But the constant increase in the number of vehicles on the roads raises major
environmental issues. In 2001, European tire manufacturers, within the BLIC
{(European Association of the Rubber Industry), conducted a Life Cycle
Assessment to obtain a clearer picture of the impact of their products on the
environment. This study was conducted by an independent body, based on
an average European tire which was representative of the current market. It
clearly demonstrated that the environmental impact of tires mainly occurs
during its service life on the roads, chiefly due to fuel consumption resulting
from tire rolling resistance. It is indeed true to say that rolling resistance
accounts for some 20% of passenger car fuel consumption and therefore
the corresponding emissions. Car tire debris resulting from tire wear
during the use phase on the roads has a lesser environmental impact,
followed by, in decreasing order, production of raw materials, tire
manufacturing and end-of-life processing. The impact from transport linked
to new tire distribution and used tire collection is very minor.

Responsibility a2

In our view, the Group’s responsibility extends to every stage of its products’
life cycle. It is nonetheless true to say that we do not have the same scope
of action at each one of these stages.

We have direct control over tire design. During this stage, we develop
technologies to:
- significantly reduce rolling resistance and, therefore, fuel consumption,
- extend tire life, reduce car tire debris and the ultimate volume of tires
to be recycled;
- favor raw materials which have little impact on the environment.

We also control tire production. It is up to us to minimize environmental
impacts.

e
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We cannot fully control how our products are used. The impact of our
tires during their use phase on the roads largely depends on consumer
choices and conditions of utilization (correct inflation pressure, compliance
with maximum loads and speeds, etc.). Our influence in these areas can only
be partial, via our marketing and communications policies and our legislative
recommendations.

To leave no stone unturned, we develop performance indicators covering the
main aspects of tire life cycle, including those under Michelin's direct control,
as well as those which we simply influence via our guidelines.

Life cycle assessment of an average European passenger car tire

Contribution of the different stages of tire life cycle in the global impact on human health and the environment

Production of raw
materials and tire
manufacturing

11.7%

Tire distribution

< 1%

End-of-life processing 2%

Tire
use phase

86 %

Material recovery

4
Energy recovery

Collecting end-of-
Landfill* life tires

< 1%

*Will be prohibited in Europe as of 2006. Already prohibited in 11 US States.
Source: Based on a study by PRé Consultants B.V., May 2001 (in ecopoints)




2 - Raw material production

A tire is made up of more than two hundred components. These materials
come from a range of different sources:

- plants (natural rubber and rayon);

- minerals (silica, metal reinforcements);

- petroleum (synthetic elastomers, carbon black, chemicals).

All these components are essential to provide the tire with its different
performances, including those related to passenger safety.

Producing these products can have varying consequences for the
environment. The studies carried out by our researchers during the design
phase, consultations with our suppliers and the use of the raw materials
which we process ourselves, are all designed to reduce this environmental
impact.

The basic components contained in these raw materials are present in the
microscopic dust disseminated during the tire use phase through tire wear.
A number of studies are under way to assess the environmental impacts.
Whatever the conclusions of these studies may be, it is essential to develop
products with the minimum possible wear rates; Michelin is committed to
constantly improving this performance.

At the present time, our raw material consumption is mainly divided up
between natural rubber, oil-derived raw materials (including synthetic
rubber) and steel. All the other components together account for less than
10% of the total volume.
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Synthetic rubber gives the tire a number
of essential safety performances, particularly
grip. Unlike natural rubber, it contains fossil
carbon. At the present time, it accounts for
55% of the total tonnage of rubber used.
As with all oil-derivatives, synthetic rubber
production requires a controlled process,
where all the risks are evaluated and safety
is the number one criterion. We produce
300,000 metric tonnes of synthetic rubber
in our Louisville (Kentucky, United States)
and Bassens (France) plants.

Fabric cords are
mainly used to
reinforce passenger
car tire casings.
They are ejther
plant-based (wood),
rayon, or oil-based
(polyester and
nylon). Michelin
processes some of
the fabric received
for use in tires.

Silica partly replaces
carbon black as a
reinforcing filler in
fow rolling resistance
tires, invented by
Michelin in 1992. It is
produced using sand,
i.e. fossil resources are
not used.

Natural rubber is produced from rubber
trees which occupy a surface area of
around 1 million hectares in tropical
regions. Natural rubber is part of the
carbon cycle: the rubber tree captures
atmospheric carbon during the
photosynthesis process. The 800,000
metric tonnes of natural rubber used every
year in tire manufacturing at Michelin
absorb nearly 2,700,000 metric tonnes of
CO; - see facing page.

Different chemicals
{wulcanization accelerators,
antioxidants, sulfur, zinc
oxide, stearic acid, resin,
etc.) are necessary during
.the manufacturing process
to provide the tires with
specific features or
to-protect them against
external stress (ozone,
UV radiation, etc.).
These chemicals include
‘plasticizers, known as
. extension oils, which
| contribute to grip perfor-
| mance. Some of these oils,
{ known as aromatic oifs,
- are covered by very strict
~health and safety measures,
" due to the presence of small
4 quantities of products
which are thought to be
carcinogenic. Qur policy
is to replace them without
affecting the tire’s
tlenvironmental or safety-
“oriented performances.

Carbon black is a reinforcing filler:
it improves tire wear resistance
and gives the tire its black color.

its production process, involving
high temperature hydrocarbon
combustion, must use a highly
perfected methodology in order to
limit environmental impact.




Bubbsr tree growing and protection
of the envivonment

The rubber tree, a species for reforesting tropical regions

Natural rubber is produced as latex, its liquid form, by the hevea or “rubber
tree.” This substance is harvested by regular tapping, which involves making
an incision a few millimeters long in the bark. Latex can be obtained for
about thirty years from an adult tree, after an initial growing period of six
or seven years. This long unproductive period may encourage small
independent producers to replace rubber trees nearing the end of their
lifespan with other crops that have shorter cycles, such as coffee or palm oil.
A tropical species, the rubber tree offers several advantages in terms of
soil protection and its effect on rainfall. 1t is a high-quality species for
reforestation. Furthermore, its wood can be used for heating purposes and
to manufacture furniture and flooring, instead of trees from the primary
forest. When rubber cultivation first began, it often damaged primary forest,
but its continuation now represents a factor for environmental protection.
Because we buy natural rubber, we are now responsible for around one
million hectares of rubber plantations.

Our work on the Michelin plantations

We have been involved in the rubber growing sector since the 1920s, always
with the same objective: to secure our long-term supplies and improve the
quality of the natural rubber. Today, the Group has plantations in Nigeria
{four sites in the south of the country) and Brazil (two sites, in the Mato
Grosso and in Bahia State). They cover an area of 25,000 hectares and
provide 3% of our total natural rubber consumption. We also provide
regular technical assistance to plantations in China and the lvory Coast.
These represent approximately 100,000 hectares under cultivation.

As well as covering a small proportion of our natural rubber requirements,
the purpose of cur rubber growing activity is to develop innovative research
and thus contribute to technical and economic progress in the sector.

In partnership with scientific organizations, we are carrying out studies in
various fields: in vitro propagation, the fight against diseases affecting
rubber trees, genetic improvement of the species (in terms of resistance to
the diseases that affect South America, such as the fungus Microcycius Ulei
in particular) and protection of the other continents from this threat.

We are also seeking to improve the conditions of rubber tree exploitation so
that we can increase tree yields and the quality of the rubber produced while
simultaneously reducing its cost price.
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Line of rubber trees on a plantation

thh the purchase of the Bahia plantation
/nf_1984 M/chehn was able to implement
appropriate’ soliitions to address rubber growing
..and flora: and fauna. jprotection issues. '
“We have deaded to keep an area tota/ly
‘L;uncu/t/v ed..This-area represents 15% of the
hectares of the remaining Atlantic
_primeval . forest in the State of Bahia. This
"reserve which’is  remarkably rich in threatened
specres s :under constant study by scientists.

‘The inventory - of the species present, the
development of ecocorridors and the different
<environmental. education programs set up
‘contribute*toprotecting,- understanding -and
sinforming.aboutithis natural environment;
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Production of tires
on I1SO 14001-certified sites
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3 - Environmental control
of our industrial sites

snagement System

In 1998, Michelin set up an Environmental Management System called EMS.
This program is designed to control and reduce the impact of our industrial
sites on the environment.

Led by a group of experts backed by operational supervisors at our industrial
sites, this plan turns each employee into a potential actor in the protection
of the environment.

Its implementation complements the quality assurance system already in
place in the Group. The EMS is structured around six orientations:
- analysis of the situation from an environmental and regulatory point of
view;
- implementation of a dedicated team at each of the sites;
- training and sharing of experience;
- continuous control of the main impacts and prevention of the related
risks;
- verification by the internal auditing teams;
- definition of improvement objectives.

Each site signs an environmental commitment charter detailing the action
to be taken in the medium term. By the end of 2002, around
34,000 employees had received EMS training.

Our ISO 14001 certification policy

EMS, which takes about a year to set up, is a prerequisite for obtaining 1SO
14001 certification. Our first EMS was set up in 1998 at Campo Grande in
Brazil. In the first half of 2003, 80% of the Group's production in tonnage
terms was produced in ISO 14001-certified factories.

=/ ,( Progress objectives .. :
. T producehJOO% of the Group 5 tlre'wat ISO 14001 certlfled sites.




e environmental | of ou

Eact

The impact of tire production on our industrial sites accounts for a very small
proportion of the tire’s total impact over its entire life cycle. However,
controlling this is still a major objective because of its significant effect on the
health and safety conditions of our staff and the neighbors of our sites.

Environmental reporting

Consolidated reporting at Group level is conducted in parallel to the
environmental management system. Several of the indicators used for this
reporting will be the subject of general Group objectives in 2004. Today, all
the sites which have implemented the Michelin Environmental Management
System have defined local objectives based on priorities specific to each of
them.

Solvents and Volatile Organic Compounds (VOCs)

The solvents used during tire production are the main source of VOC
emissions. Used in small quantities in the synthetic elastomers, the solvents
are primarily necessary during the tire assembly phase to ensure bonding of
components that are insufficiently “sticky”.

As early as 1992, eager to reduce the environmental impact due to solvent
evaporation, we set up a voluntary policy to reduce solvent consumption
linked to tire manufacturing. To achieve this, we give priority to preventive
reduction in solvent use at the source, a procedure that leads to less
pollution than remedial action regarding the emissions.

This effort is accompanied by a wide range of innovations in the
manufacturing process, such as replacing the solvent with a thin film of
bonding rubber under the tread band. This process was studied in France in
cooperation with the ADEME (French agency for the environment and
control of energy) which supported us in developing a technology that is
both innovative and clean.
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Since, buy/ng the industrial site in Budapest
/n October 1996, we ‘are applying the Group’s
0f 51 standards to the factory. ;
Thzs program:.is-delivering results. Since the year
2000' ‘atconstant production fevels, theé “site’s
energy ‘consumpition Has been cut by 40% and its
Water consumptron has fallen by 60%.

Solvent consumptlon for the Passenger Car -
nght Truck Product Line in Europe

After 3 survey of the sources of emissions, the
. Passenger Car - Light Truck Product Line has drawn
tip:a.plan. to manage solvent use, accompanied by
technical-modifications. It Is applied in its fifteen
Furopean factones

in'tery years average solvent consumptron has been

tonnes of . soivem: a year. Furthermore this policy
alsohelps to make the sites cleaner and limit
transportatlon and 'storage of flammable products.
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Michelin factory in Campo Grande, Brazil
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Odor nuisance

In some circumstances, tire factories give off a specific odor linked to the use
of natural rubber. Depending on the type of manufacturing operations in
progress, these odors may be a nuisance, but they do not represent any
danger for local residents’ health. We then provide them with information
and set up a dialogue with them. We also carry out studies to find ways to
reduce these odors. In this way, in July 2002 on our Cholet site in France, we
set up an odor treatment system based on thermal oxidation. The unit is
capable of treating 7,000 m*® of gas emissions per hour. It required an
investment of €350,000. 1t has enabled odor nuisance to be reduced from
11,000 Standard Odor Units to 1,000 Standard Odor Units, a value
significantly below the threshold of human olfactory sensitivity, which is
approximately 5,000 Standard Odor Units. We have therefore chosen to
extend this method gradually to other sites.

Other environmental impacts

Our other environmental impacts are less specific to our activity and are
mainly linked to energy consumption. The recent implementation of our
consolidated reporting system means that we cannot yet compare our
results with those in previous years. The 2002 results are summarized in the
table below. They cover 85% of the Group’s industrial sites.

permetrictonne |~ Composition
of finished products ’
S P
Water consumption 13 m?
. 42% gas, 33% electricity,
Energy consumption 16 GJ 16% eoal
Greenhouse gas emissions 131 Emissicns from boiler plants
VOC emissions 4.1 kg
Sulfur dioxide (5O,) emissions 3.7 kg Emissions from boiler plants
Nitrogen oxide (NO,) emissions 1 kg Emissions from boiler plants
Waste generated 120 kg Manufacturing waste,
industrial waste, miscellaneous
waste of all sorts
Waste recycled 74% Material recovery (metat waste,
rubber) or energy recovery (by
incineration)




Our principles
The Michelin Group has chosen to draw up its own standards for Protection,
Prevention and Safety. This highly specific approach has several advantages:

- it shows that protecting people and our property is a major concern for
us, although we transfer the risks to our insurance companies;

- it ensures systematic critical analysis of the standards that serve as a
basis for our efforts, leading us to carry out studies and tests;

- it gives substance to our ambition to be exemplary in this area. This
has led us to integrate Prevention and Protection investments in our
multi-year business pians;

- it optimizes feedback through the use of an incident database. This
database enables us to focus our Prevention and Protection operations
according to the number, significance and origin of the incidents.

Safety requirements constantly adapting to local urban situations
Over the years, urbanization has led to the construction of residential areas
in the vicinity of our sites, which were initially built a considerable distance
away from any urban centers. More than ever, such phenomena mean that
we have to constantly improve safety at our sites. In 1999 and 2000, our
emergency systems were put to the test at our sites at Cuneo in ltaly and
Cataroux in France. Both cases involved fires which, despite being quite
impressive, only caused material damage within our own installations and
did not affect neighboring areas.

Solvent storage unit at the plant in Bassens, france



*To brmg aH sites mto compllance with
the recommenda’tlons of audlts ;

Our action

Today, we apply the “HPRM" (High Protected Risk Michelin) approach. It
constitutes the foundation for the Company’s general orientations in the
area of fire and major accident risk prevention. lts aim is to give a
predominant role to the safety issue, as far upstream as possible. It
demonstrates our determination to increase our efficiency and improve risk
coverage in agreement with our insurance companies.

This approach is already reflected by a four-year investment program
totalling more than €75 million. We are currently working with other
members of the tire industry to establish common approaches based on the
same principles.

As far as asbestos is concerned, this material is not used in the composition
of tires nor in their manufacturing process. In certain old industrial
installations, principally in Europe, asbestos may have been used as
insulation material in certain ducts, steam production installations or
machine clutch systems. Since the early eighties, the Group has worked hard
to eradicate ashestos-related risks, wherever they existed.

Our performance

Most of the incidents of any kind that we record annually throughout the
world only have minor consequences. In 2002, only eight events that caused
material damage were recorded as being slightly more significant: two
meteorological phenomena (Japan and the USA) and six limited fires. One of
them caused slight intoxication from fumes, without consequence for the
people concerned.



» Respect for the Environment

4 - The impact of transportation
of our raw materials
and finished products

Envirenmenis

The results of the life cycle analysis established that the environmental impacts
from the transportation of our supplies and distribution of our products
represents a very small part of the global impact of a tire: less than 0.5% of
the total impact. In Europe, the emissions from a truck carrying 22 metric
tonnes of raw materials or 12 metric tonnes of tires average 800 grams of CO,
per kilometer (1,290 g CO, per mile). We estimate that the annual emission
from our logistics activities amount to 650,000 metric tonnes of CQO,.

Transportation of our raw materials, semi-finished and finished products is
completely outsourced. Our choice between the various means of transport Breakdown of our transport costs
is principally governed by speed, flexibility and cost criteria. For land (in millions of euros)
transport, we mainly use road transport. Maritime transport is used for the
majority of intercontinental links. In the United States, a moderate
proportion of our products is carried in containers by rail. In Northern
Europe, a fairly low tonnage is transported by river.
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& policy of vigt
Our supply chain accounts for only a tiny part of the life cycle of our
products. Therefore, the impact on the environment from our logistics is not
a decisive criterion weighting our choice of means of transport.

Our contracts with the suppliers of these services do not include any
specific environment-related clauses. However, when our subcontractors’
personnel work on our sites, they are an integral part of both our
Environment and Prevention and Quality approaches.

For example, we are vigilant on this last point regarding the quality of
warehousing and storage of products (humidity, lighting, fire safety, etc.), as

g ; ) i 4 /1 g Air transport (including transport to the airport
well as the loading of trucks or containers (handling of tires with lifting " of departure)

equipment).

m Land transport

i Maritime transport (including transport to
the port of departure)

>
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5 - The impact of tire use
on the environment

ion and emissions

An analysis of the life cycle of a tire shows that the major impact it has on
the environment is at usage level and not, as often thought, elimination of
the worn tire. In fact, it is during the rolling phase on the vehicle that
performance in the area of rofling resistance becomes crucial.

What is rolling resistance?

With each revolution of a wheel, the tire deforms to fit the surface of the
Tf"S 0% mcrease in fOfme: road. All of the force which enables a vehicle to accelerate, brake or corner

- stable speed of 90 kph (56 mph} feads. is applied to the contact patch. As it deforms, the tire absorbs road surface

i 10 5% Increase f{“e’_??f’sum ion: irregularities. It is because it can change shape that a tire provides grip and

comfort.

By, reguléﬂy chécking tire bressur'e:.
. therefore play their part i p

However, as the rubber compounds are being deformed, they heat up and
dissipate part of the energy transmitted by the engine: this phenomenon is
known as rolling resistance.

Today, we can consider that one full tank in five is used to overcome rolling
resistance, the rest of the fuel consumed serves to counter air resistance
(aerodynamics), acceleration (inertia) and to climb slopes (gravity).

For the internal combustion engine, the energy source - the fuel - comes
mainly from fossil resources, the combustion of which produces greenhouse
gases and atmospheric pollutants.

If the output of an engine is low, the overall consumption of a vehicle, and
therefore the consumption due to rolling resistance, will be higher; whereas,
the output of a classic combustion engine is currently only 10 to 40%! The
advent of cleaner technologies applied to engine design should ultimately
reduce consumption.

=Y
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Our technical progress

Long considered detrimental to grip, low rolling resistance has now acquired
a performance status in its own right, thanks to innovations by the Michelin
Group: invention of the radial tire in 1946 and the green tire in 1992 for
passenger car (Energy) and truck (A2 Energy or XOne) ranges.

The green tire revolutionized the field of rolling resistance, saving an
appreciable amount of energy. Moreover, it further improved user safety,
notably by better grip on wet road surfaces - without compromising tire
service life. The first generation of green tires enabled the fuel consumption
of vehicles to be reduced by around 4% compared to previous generations
of tires.

Today, if all vehicles were equipped with green tires, such a gain would
represent the equivalent of an annual reduction in worldwide anthropo-
genic emissions of carbon dioxide of around &0 million tonnes.

However spectacular this gain might be on a worldwide basis, it is rarely
perceived at its true value by non-specialists. This is why Michelin’s policy
now focuses on two major areas:
- continued research and innovation as regards rolling resistance
performance;
- extension of its action to inform all tire users of the extent of this issue
and bring about awareness.

/. How to measure the impact of our
products in use

B The global impact of our tires depends on a number
wof-factors: “We,_ can control . some of ‘them and
-influence others. And many of them are completely

beyond our control.

To.assess:our performance, we measure the rolling
~»'re5/stance .of .tires. representing our most.popular
'seilmg ranges, as well as the progress of our best
stiretin-terms of rolling resistance. We are currently
'construct/ng an internal indicator, in the technical

vahdatton -and reliability development stage, aimed
at. measuring the average performance of tires
taken to'market by the Group.

The /mplementa t/on of this indicator will take place
during.2003, culminating in a point of reference in
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Reduction in rolling resistance
on Michelin passenger car tires
(in kg/t)
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Overall performance of our products

The rolling resistance coefficient is an indicator expressed in kg/t, which has
been continuously decreasing over the past century (see at left).

For the Passenger Car-Light Truck Product Line, the launch of the green tire
and constant improvements in all ranges will result in an average annual
reduction in rolling resistance of around 0.2 kg/t between 1992 and 2012,
i.e. close to 30% in a span of 20 years.

However, in the future, our progress in rolling resistance will be partly
masked by market trends: growth in the high-performance tire segment and
fast development of budget range sales in emerging markets. In fact, the
need for very good grip on high-performance tires or the focus on cost for
budget range tires hampers progress in rolling resistance.

The performance of rolling resistance for the Truck Product Line is, due to
the nature of the products, better than for Passenger Car-Light Truck tires:
the larger tire diameter and higher inflation pressure account for this
phenomenon. Conversely, incomplete radialization of markets and product
utilization conditions hamper the overall performance of the Truck range.

The Proxima revolution

The new Michelin Proxima tire for passenger cars, which uses a new
structure and innovative materials, represents a new step forward: 20%
reduction in the mass compared with the current Michelin Energy range and
a rolling resistance of 6.5 kg/t.

The Proxima tire started rolling in April 2002 within the framework of a
partnership between Michelin and Volkswagen on the CCO prototype. This
vehicle has recently undergone very conclusive road tests, reflecting a record
consumption of 0.89 liters per 100 km (264 miles per US gallon).

Michelin tires also equip all the winning vehicles taking part in the Shell Eco-
Marathon, the Honda Econo-Contest and the Australian Sunrace - special
races that place emphasis on the performance of tires regarding low rolling
resistance. In these competitions, some vehicles manage to run for over
3,500 km on one liter of fuel (8,233 miles on one US gallon) !



Lre Ure purchasers i

The awareness of the general public still needs to be developed...
Today, rolling resistance is rarely the main criterion for purchasing
replacement tires. However, while the general public does not yet appear
concerned by this performance, an increasing number of vehicle
manufacturers prefer tires with low rolling resistance. In fact, green tires
enable car makers to comply more easily with vehicle pollution regulations
and fuel efficiency standards: CAFE (Corporate Average Fuel Efficiency) in the
United States, commitments to the European Union via the EAMA*, as well
as the JAMA** and KAMA***,

In the medium term, rolling resistance is likely to become a more decisive
factor for two related reasons: the probable introduction of even more
demanding regulations and continued efforts by vehicle manufacturers to
increase fuel efficiency on their vehicles.

Conversely, some experts consider that, in the longer term, more widespread
“clean” technology should minimize the issues relating to rolling resistance.
They note that, when vehicle engines no ionger pollute the atmosphere, the
energy savings generated by green tires will become negligible. However, we
estimate that world energy requirements will then be such that any gain
achieved will be very precious. Preference will obviously be given to
technologies that consume less energy. Therefore, low rolling resistance tires
have a good future ahead of them.

.. whereas professionals are gradually becoming convinced.
The professional road transport market, in particular long-distance truck
fleets, where there is a lot of competition, quickly realized that rolling
resistance performance represented a valuable source of savings in fuel
expenses.
In fact, while a vehicle’s aerodynamics, mass and friction forces, as well as the
rolling resistance of tires, all determine the fuel consumption of a road carrier,
the rolling resistance of tires accounts for around 35% of consumption when
running on highways. By neutralizing all other dispersion factors (average
speed, driving style, tire pressure and wear, etc.), evidence points to the fact
that the use of green tires leads to a reduction in fuel consumption of around
5%. Given that a carriers’ fuel budgets are five to seven times higher than
their tire budgets, the economic advantage and protection of the
environment combine and the choice of fitting a green tire quickly becomes
the obvious choice.
At the moment, we are developing this theme in our communications
campaigns targeting professionals.

i

pet for the Environment

place twin tires fitted to tractor vehicles it offers.
combination of advantages:
- low, rolhng resistance; v
ction..in the number of worn- tires to be ..
eliminated: it raplaces two classic tires and offers
a longer service life;
less weight: it enables larger loads to be carried,
this reducing the number of vehicles in
Circulation;
duct:on in noise em:sszon

U fforts to enabfe our Customers to make an-
tent/onal choice, we systematically present the
howing the progress ach:eved by

Truck tractor fitted with Michelin XOne tires

* EAMA: European Automobile Manufacturers Association
** JAMA: Japan Automobile Manufacturers Association
*** KAMA: Korea Automobile Manufacturers Association
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In addition to the impact of tires on fuel consumption, their environmental
impact during their service life is linked to debris generated by tire wear
during travel.

Tire wear

Wear is necessary: to grip the road, a tire has to deposit material. During its
life on the roads, a tire loses an average of 10% of its weight through wear.
This material is dispersed into the environment in the form of fine
particulates, known as tire debris. Altogether, the vehicles on the world'’s
roads produce around two million tonnes of tire debris every year. Given
the Group’s market share, around 400,000 tonnes come from our tires.
Depending on its size, this tire debris is deposited on the ground - this is the
case for around 95% of debris - or remains suspended in the air.

What is the impact of this tire debris?

At the present time, no impact of these particles on human health or the
ecosystems has been detected. Tire particulate matter currently represents
just 1% of natural and industrial particulates in suspensicn in the air. This
proportion could, however, increase in years to come, as a result of
technological progress made on vehicle engines and domestic and industrial
heating installations.

Our research

At the end of 2002, Michelin began a research program aimed at assessing
the possible impacts of tire debris and certain components on human health
and the environment. Some of this research is carried out in collaboration
with the entire industry.



The purpose of this program is to analyze tire particulate matter, study
the corresponding deterioration mechanisms and examine the impact of
particulates on water and the ecosystems. It focuses on average-sized
particulates, which are deposited on roads and partially decompose by
photo-oxidation or biodegradation, as well as smaller particulates suspended
in the air.

These studies will allow us to define even more precisely our permanent
objective to market products whose rubber compounds have no negative
impact on human health and the environment.

Finally, let us point out that the durability of our tires, i.e. their resistance to
wear, is a positive factor: a tire which wears slowly deposits less material per
kilometer traveled.

,mg condmons of use: which e/rmlnate a//’rlsks M/chel/n has also launched a program ‘aimed at eliminating

: ithout mak/ng ' )y CONCessions, on wear grip;or, ro/l/ng resrstance performance but: lnstead possibly improving
rformance . This prOJect isitechhics Iy very compl S

rom-our orl and elastomer suppliers. . We
sty inder the auspices of the European
n Commission.




Regroowng and retreadmg

r( 1?£ truck tlres

Regroowng conszsts of recutting .th
tread pattern on'a wom t/res tre C

“life.

Retreadmg mvolv S
ply. it can therefore. double the. tire’s. /m
service life. Prior, to- retreadlng, ‘thei tire /s
- scrutinized using very precise criteria; Mi chehn o
truck tires are so robust that-9 out.of 10 are
approved for retread/ng in France.,

A Michelin truck tire can be régroove
and retreaded once; offering four-lives:in.
and a total distance traveled. of around ¢
m////on k!/ometers (627
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Regrooving a truck tire

6 - Recycling end-of-life tires

Mo car wies sant of our end-of-dife tires?

The environmental impact at end of life

At the end of its active life on the roads, the tire becomes an “end-of-life
tire”. More than one billion new tires are sold each year throughout the
world, thus creating, in the long term, just as many end-of-life tires to be
processed. Today, more than one-third of these tires are disposed of in
landfills or just thrown out.

Large tire dumps can unfortunately be sources of nuisance: fire risks, health
risks (in certain climates, stagnant water inside tires can result in an increase
in the mosquito population), disfiguring the countryside. On the other hand,
given the chemical stability of tires, they are not a pollution risk.

Changing legislation

Faced with the need to prohibit tipping or dumping of tires, legislation is
changing in order to make tire manufacturers pay for the cost of recycling
end-of-life tires. Accordingly, a European directive will prohibit tipping
in landfills beginning in 2006. Other countries, such as the United States (in
some States), use a state taxation system: this enables the government to
organize elimination programs for existing landfills, while giving
responsibility for newly marketed tires to the manufacturers. This trend
toward manufacturer-responsibility is very clear. However, numerous
emerging countries still have no statutory regulations.

Our levers
We have several levers allowing us to globally reduce the impact of end-of-
life tires:

- extending tire life, thus reducing the volume of end-of-life tires and the
need for raw materials, while improving customer satisfaction. This is
the method which Michelin has always favored;

- suitability for regrooving and retreading (see box at left). Our strategy in
this field is presented in detail on page 46;

- development of end-of-life-tire recycling programs. These programs
enable the material or energy contained in the tire to be recovered;

- dialogue with the industry and the public authorities. In countries where
the principle of producer responsibility has not been clearly adopted, we
are in favor of institutional frameworks to help gradually recycle all
end-of-life tires.



Different ways of recycling end-of-life tires have developed spontaneously
on every continent. Tire manufacturers are now working on ways of
generalizing best practices.

Material recovery
Several applications enable tire component materials to be reused, thus
benefiting from the tire’s elasticity and robust construction.

- Tires can be cut up or shredded to be used as railway support beds
(reducing noise and vibrations) or in highway and civil engineering
works (embankments, road drainage beds).

- They can also be ground into crumb rubber and used in the
manufacturing of surfaces for sports and play areas, as well as in the
production of a multitude of rubber objects (shopping cart wheels or
wheels on handiing devices, parts for the automotive industry, etc.). To
date, tests aimed at reusing crumb rubber in new tires have not been
successful, due to insufficient performance levels.

- Spontaneous reuse. Alongside these industrial applications, different
ways of reusing end-of-life tires have deveioped spontaneously (use as
shock absorbers, different non-industrial applications).

Energy recovery
Two major applications use the high energy potential of tires:

- end-of-life tires are mainly used as substitution fuel in cement kilns.
Michelin has signed numerous partnership agreements with cement
manufacturers for this purpose. In 2001, we set up a joint venture with
Lafarge in Great Britain. More than 50,000 metric tonnes of end-of-life
tires have since been recycled into energy. A partnership agreement is
also being prepared between Michelin and Siam Cement in Thailand.
This agreement concerns the recycling into energy of all end-of-life tires
and rubber waste from local Michelin plants;

- other types of applications enable tires to be incinerated alone or
together with other fuels, such as coal in thermal power stations and
industrial boiler plants.
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Choice of the joint processing system

Michelin aims to fully accept its responsibility on the issue of end-of-life tires.
This responsibility therefore covers two phases: collecting end-of-life tires
from professionals and recycling them.

Given the technical difficulties involved, the cost and, it must be said, the
relative futility of differentiating and sorting end-of-life tires by brand,
Michelin proposed that the industry work together within joint managing
companies. These organizations will be responsible for selecting service
providers, on a tendering basis, for end-of-life tire recycling. They will be
financed by each manufacturer, in proportion to its new tire market share.
The tire manufacturers are organizing themselves around this principle,
according to specific national legislation. We would like consumers to be
made aware of the need and value of recycling used products when
they make their purchase, by a contribution clearly indicated on the invoice.
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Our action
Today, Michelin is involved at three levels: i ‘ R
- at the national level, we adapt our practices according to current and ges and disadvantages of joint
future legislation, by taking part in setting up recycling structures. In 2, essi end-of-life tires .

2002, this type of structures were set up in France (Aliapur) and Poland;
- at the geographical zone level (North America, South America, Europe,
Asia and Pacific, Africa and Middle East), we have entered into
discussions with different professional bodies. We wish to encourage
the sector to move towards Extended Producer Responsibility systems.

fe ires; for several reasons. This system.

ppropriate structures to be set up quicklyto

ndle focal situations, covering 100% of end-of-iife.
tire flows, it encourages partnershlps between all the

Furthermore, in certain cases, we advise governments concerning the manifacturers present on 2. given “market,’; thus
actual setting up of such systems, particularly in Europe; limiting the drifts inherent to competitive context. (s
- at the worldwide level, we are gradually developing an end-of-life tire Sharing logistics costs and the resulting econamies.
recycling monitoring system in all our product categories. OfSCafe_aiso help to reduce the processing cost. Joint

Performance by Michelin and by the sector A1eraweed. mazlsr?ar:;tcu?l‘:)n;?erlg rjors:gaw’g:
Given the type of responsibility system adopted, our performance in e Va,ue of the Semge ‘
processing end-of-life tires corresponds to that of the industry as a whole, in

proportion to our market share. In each geographical zone, we monitor However, 3

recycled, scrapped or dumped end-of-life tires, together with retreaded tires. certainly immediate advantages it-may nonetheless:
We also monitor tires exported by third parties to other zones for subsequent pose. ‘certain ‘risks in the long term, due to its.
use - a practice, it should be said, which gives rise for concern. Given our monopolistic nature. To clarify this situation, we are
pro-active action for the adoption of statutory frameworks, we also consider

legislative change to be an element of our performance. (’EQUIatO’)’ bodlies, consumer and enviropmental
protection assocratrons) in order to adapt accordmgly -

-.Objective for.2006....

No nd-of-life tires in European

i
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End-of-life tire recycling rate in 2001
(as a percentage)

Western Japan North Brazit
Europe America
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End-of-life tire management systems
throughout the world in 2003

Parafiscal tax:

the State handles the
collection and recycling
of end-of-life tires;
these operations are
financed by a tax paid
by producers

and passed on to users
of the product

Liberal system:

a legal framework
defines the objectives
10 be achieved,

but does not assign
responsibility

Producer responsibility:

a legal framework defines the
objectives to be achieved and
assigns responsibility to the
producers

No regulation
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Acoustic comfort - The ability of a tire to limit the noise emitted in
the tire-road contact area. pages 38 and 47

)

€O, - One of the main greenhouse gases which contribute to
trapping heat from the sun inside the earth's atmosphere. The
increase in greenhouse gases produced from human activity is
generally considered to be one of the causes of global warming.
pages 21 and 118

Conventional - Tire structure obtained by overlaying crossed plies,
as opposed to radial tires (see below). pages 14 and 96

Economic and social footprint - Following the same logic as the
environmental footprint (see below), the economic and social
footprint corresponds to the creation of economic value and job
equivalence linked to a company's activity. It concerns all the players
along the chain of value (suppliers, manufacturers, distributors,
customers, employees) and Society as a whole, which benefits from
the use of the products and bears the external costs linked to the
company's activity. pages § and 50

Ecopoint - Unit used to measure the impact of product life phases
in a Life Cycle Assessment (LCA). The ecopoint takes into account a
wide range of criteria: impact on health and ecosystems, impacts on
biodiversity, consumption of mineral and fossil resources. To do this,
it evaluates the intensity of the phenomena which cause such
impact: emissions of organic and inorganic substances, climate
change, emissions of ionizing radiation, carcinogenic substances,
acidification, etc. pags 106

End-of-life tire - Worn tire which can no longer be regrooved
or retreaded, destined for recycling via one of a number of
applications. wage 116

Endurance - The long-term ability of a tire to resist the d|fferent
types of stress it undergoes throughout its life cycte, ; {

Environmental footprint - A company's environmental footprint
corresponds to the overall impact on the ecosystems arising from its
activities (materials and energy consumption, pollution, use of soil,
etc.). It concerns all the phases of the life cycle of its products:
production of raw materials, manufacturing of products, use and
end of life. pages & and 108,

G

Global Reporting Initiative (GRI) - GRI is a CERES (Coalition for
Environmentally Responsible Economies) initiative, in partnership
with UNEP (United Nations Environment Programme), with the
participation of companies, NGOs, consultants, professional
associations, universities, etc. GRI's role is to establish and publish
guidelines aimed at improving the guality, stringency and usefulness
of economic, environmental and social reporting. pages 2
and 123

Green tire - Low rolling resistance tire, introduced by Michelin in
1992, making a direct contribution to reducing fuel consumption
and pollutant emissions. pages 45 ard 112

Grip - The ability of a tire to transmit driving, braking and cornering
torque without skidding. Grip plays a key role in reducing braking
distances and road holding during cornering, especially on wet
roads. page 4%

Group Service - Group functional entity in a given area, such as
Purchasing, Audit or Personnel, providing support for operational
activities and defining the corresponding Group strategy. page 12

7
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High-performance tires - Tires manufactured for sports, grand
touring and top-range vehicles, guaranteeing a high level of safety
and high performance in terms of road holding, maximum speed,
road handling and comfort. prages 38 and 4%

é

1ISO 14001 - International multi-criteria certification granted to
companies after appraisal of methods, procedures and effective
implementation of their environmental policy. page 124
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Lifespan - Maximum distance traveled by a tire before the degree
of wear compromises performance, particularly in terms of safety.
page 45

Lost time injury frequency rate (TF) - Number of industrial
accidents resulting in absence from work for more than one day
during a given period, per millions of hours worked. g %

O

Original equipment - Tire market corresponding to equipment for
new vehicles supplied directly to vehicle manufacturers. pase 332

P

Product Line - Group operational entity dedicated to the
worldwide technical and commercial development of a specific
range of products, such as passenger car-light truck tires or truck
tires. page 12

Radial - The radial structure separates the functions performed by
the tire crown and those provided by its sidewalls. The radial tire
introduced radial positioning of the reinforced rubber ply forming
the tire's casing. The radial tire was invented by Michelin in 1946,
improving the tire's robustness and lifespan, and thus making for
greater safety. It also reduces rolling resistance. pages 44 and 16

Replacement - Tire market corresponding to the replacement of
worn original tires with new tires. page 23

Road handling - Ability of a tire to transmit the driver's commands,
to guarantee safe and comfortable road holding. %
and 30

Rolling resistance - Rolling resistance is the energy consumed by
the tire as a result of the deformation it undergoes while rolling.
Reducing tire rolling resistance helps improve vehicle fuel efficiency
and reduce pollutant emissions. pages 35, 4% and 110

5

Severity Rate (TG) - Number of days of absence from work
greater than 1 day as a result of industrial accidents for a given
period, per thousands of hours worked. mage 53

&
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Social, economic and environmental performance - The
company's degree of success in its procedures aimed at improving
its social, economic and environmental footprint. pagaes 34

Speed index - Code made up of one or more letters marked on a
tire's sidewall, indicating the maximum loaded speed which the tire
can reach in full safety. page 4%

Stakeholders - All the parties who play a direct role in the
company's social and economic life (employees, customers,
suppliers, shareholders), who observe the company (NGOs, unions)
or who mﬂuence it (public authorities, local authorities, civil bodies).

Sustainable mobility - A way of organizing means of transport
enabling them to develop to the benefit of society without
generating unacceptable impacts for people and the environment,
particularly in the long term, while remaining compatible with the
economic objectives of the players concerned. page 19

SUV (Sport Utility Vehicles) - 4-wheel drive vehicles, with road
and all-terrain capabilities and, more often than not, a greater
interior space, load capacity and size than road-only vehicles.
wages 38, 4% angl BY

Tire performance - All the criteria which characterize the qualities

of a tire. Overall performance corresponds to the balance achieved
in relation to a defined use. page 38

Tread - Rubber compound ply on the circumference of the tire,
forming the contact patch with the road surface. mages 1% and
48

W

WBCSD (World Business Council for Sustainable
Development) - Association of companies committed to
promoting sustainable development as a means of development
which embraces economic, social and environmental aspects. page

P
2%



Preparation of the report

This report was prepared by the Michelin Performance and Responsibility
approach coordination team, with assistance from numerous internal
departments and support from the sustainable development consulting
firm, Utopies. The quantitative data is taken from our departmental
management scorecards. The analysis of the issues raised throughout the
document is based on a series of interviews with our stakeholders, enabling
us to better understand the specific issues related to our activities, and also
the conclusions of the reports of different experts on sustainable mobility
{see p. 19).

Scope of analysis and indicators

This report concerns Michelin Group performance in 2002, with data from
2003 in some cases. Unless otherwise stated, the quantitative data
presented reflects the performance of all the Group's subsidiaries, which are
listed on page 95 of our Annual Report.

The information presented in relation to article 116 of the French NRE law
on new economic regulations is contained in the Annual Report 2002 on
pages 83 et seq. and in this document (see table on right).

The performance indicators adopted in this document and which also
correspond to the Global Reporting Initiative (GRI) 2002 guidelines are also
specified in the table on right.

With the exception of the financial data, the data presented in this report
have not undergone certification.

Photo credits: Bios page 19, Getty page 85, Michelin photo library.
This report was printed by IMC (France), in January 2004, on Galaxi keramik
paper using chlorine-free pulp.

Information presented in relation
to article 116 of the French NRE law
on new economic regulations

Pages
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to GRI guidelines
GR! Code Pages
1.2 4
11,28 ENTA o )
21;22;25;27 ;EC2 9
2.3;24 .. 212
T .18
34;36;37... .. .28
EN14;PR1;PR2;PRA . .. ... .37
PRS.... 54
;3. 17 EC1 EC2 59

3.11 312 ECS; LA6 LA7 LAH,...

316 ; EC3; HRY1 ; HR2 ; HR6 ; HR7 .. ........74
SO1.. 81
2.9 ......... e, 87
26;31:32;3.8 .89
3.16; EN1; EN7 ; EN27 ; EN29 o101
3.16; EN34 ...109
2.18 ; EN14 . 110
2.18 ; EN15 . e 116
210;211:;215;218;221 ;222120



www.michelin.com



SEC File #82-3354

Michelin
Performance and
Responsibility




mobility = envisions and assumes its responsibilities. in a spirit of

global performance; we aim to combine the sustainability of the - -
*“company with the-exercise of all our responsibilities. How should
E We‘a'adire‘éé,iin”a,j,ha'lr"if'nor('fﬁ'ogs:'fashio'n, the expectations of our

s to establish where we'stand with' respect to:our goals.
is'publication frequency will enable‘us to'provide arrealistic. ..
ire company’s fundamental progress in the long term.

‘Our’second report will be published in the spring 0f2005'and will

.cover.the 2003-2004 period
~This year, we are
1t provides the 20
first Performance

Homtn

g e

41"

This update document is intended to complement the first Michelin Performance and
Responsibility report. To fully understand our strategy and what is at stake with our
approach, we recommend that readers refer to that document.

We also invite readers to consult the Michelin Performance and Responsibility Charter
and the 2003 Annual Report (documents available on the Internet at www.michelin.com
under the Sustainable Mobility heading).




The Michelin Performance and
Responsibility approach, launched more
than two years ago, reaffirms the strength
of the Group's five values:

+ Respect for Customers

+ Respect for People

« Respect for Shareholders

+ Respect for the Environment

» Respect for Facts

The approach formally details the
practices that, for the most part, already
existed. Supported by a constant desire
for innovation, Michelin Performance
and Responsibility aims to address in the
long term the stakes involved in both
road mobility and the company's
sustainability. It proposes a structured
framework for intensifying the exercise
of the Group's responsibilities with
respect to each one of its publics.

1

Approach deployment in

In May 2003 the Michelin Performance
and Responsibility Charter, which explains
how to implement the company’s five
values, was distributed to the Group’s
managers. The Charter, translated into
14 languages, is available to all employees,
as well as to our external audiences. The
Group's entities use it now to define their

operational objectives, to choose
their work methods and to make
progress.

Throughout 2003, Michelin has

notably continued to work on the

nine areas for specific action

identified in the Group’s global

approach and presented in the first

Michelin Performance and

Responsibility report:

< Responsible performance of our
products and services

= Environmental impact of tire use

» Recycling of end-of-life tires

« Diversity within our teams

« Community relations

= Safety, ergonomics and working
conditions at our sites

= Environmental management of our
sites

+ Industrial risk management

» Our contribution to sustainable
mobility

This document presents a summary

of the progress made in these areas

during 2003.

Designed to be an ongoing, integral
part of our activities, the Michelin
Performance and Responsibility
approach is considered inseparable
from the Group's balanced growth.



The world tire market Matching vehicle developments

The world tire market has more than doubled in value in 20 years Share of HP and SUV tires in Passenger Car/
to reach $71 billion US in 2002. It is primarily a replacement Light Truck unit sales
market: 71 percent in units and 75 percent in value. (as a percentage)

@ g

World market, in value
(by tire category)

Passenger Car/Light Truck 51.1%

@ 0 Michelin
© Heavy Truck 32.4% G ld F Al B Market
@ Earthmover 6.7%

O Two-wheel 5.9% . ) ) ‘ ‘

o Agnrs s I v e

O Aircraft 0.6% Micheiin source

Michelin estimates 2003

Preparing for the future through

World market, in units innovation
(by geographical zone)
Research and development expenses

& North America 29% (as a percentage of net sales)
O Japan 9% cn®
© Asia (excluding Japan) 21% S ~
O South America 6% .
. . S e a
© Africa and Middle East 7% Mo ~N : :
© Europe 28%
0 2000
g 2001
2002 sales volumes in tire tonnage for Passenger Car, Light Duty §
: i 02002
Vehicle and Heavy Truck B 2003

1 Heavy Truck tire =& Passenger Car/Light Truck tires

Source: LMC 2003, Michelin estimates Michelin  Bridgestone Goodyear

2003 data not available for other manufacturers
Source: annual reports

Distribution of world market

by tire manufacturer (n et sales)
ULTRAFLEX technology on XeoBib

Three global tire manufacturers represent 55.7 percent of the total, Michelin presents XeoBib, the world's first agricultural tire that
eight intermediate manufacturers represent 25.7 percent, and the functions in the field as well as on the road at pressures less
others add up to 18.4 percent. than or equal to 1 bar (depending on the load) thanks to
ULTRAFLEX technology, invented and patented by Michelin,
® Michelin 19.2% This tire better preserves cultivated areas while reducing rolling
@ Bridgestone 19.1% resistance and providing greater safety and comfort on the road.
® Goodyear 17.4% Xeobib will be launched on the European market in June 2004.
@ Continental 6.8% . .
o Ppirell 3.8% Pres;ure monitoring with the “eTire System"
© Sumitomo Rubber 3.7% Following two years of develqpment, the Truck product line .
: launched the “eTire System” in the North American market in
O Yokohama Rubber 33% 2003. This technigue automates the collection of information
O Cooper Tire 2.4% concerning tire pressure and temperature and maintenance
O Kumho Industrial 2.0% activities.
© Toyo Tire 1.9% The "eTire System” consists of an electronic microprocessor
© Hankook Tire 1.8% attached to the inside of the tire, fixed or portable sensors
O Others 18.4% and processing software.

The "eTire System” gives fleet managers early notification
Source: Tire Business, September 2003 of irregularities, thus limiting the vehicle’s idle time.




New green tire in China and Japan

Developed by our Technology Center teams in Japan, the Michelin
Energy MXV 8 tire was designed to respond to the needs of different
markets in Asia. After its launch in six countries in 2002, the MXV 8
was launched in February 2003 in China and Japan. With rolling
resistance reduced by more than 15 percent, it permits a more than
three percent reduction in fuel consumption compared to the
Michelin Vivacy tire that it replaces.

Facilitating travel

Maps and guides supporting mobility

The Michelin Maps and Guides collection continues its expansion.
In France, a new collection of restaurant guides, Les Guides
Gourmands {gourmet guides); in North America, a new collection of
practical tourist guides called Must Sees; in Europe, a new design
for road maps: improved geographical sections, richer content, new
covers with bright colors, for even more successful trips!

ViaMichelin's digital information services

In 2003, the popular Internet site www.viamichelin.com reached
an average of more than ten million visits per month. ViaMichelin
confirms its position as European leader among providers of digital
services supporting mobility, particularly with the deployment of
navigation tools for PDAs. This new software line transforms a PDA
(Personal Digital Assistant) equipped with a GPS receiver into a
navigation system. For cellular telephones, ViaMichelin services are
offered by major European operators.

Distribution, for better customer
service

Euromaster

With the purchase of the Viborg Group (465 outlets), Euromaster,
the number one tire distributor in Europe, has 1,750 outlets

in 10 countries.

Assessment of our performance
as viewed by our customers

Equity*
*Brand Equity =
salience x perceived quality

g LT
Chine oo 45

Michelin survey, data 2003 Michelin

£3 Best competitor

J.D. Power satisfaction survey

Global satisfaction 2003

Japan T 617

R 614
820

China

United Kingdom :

Germany

B Michelin
M@ Best competitor

Awards

Gold Medals for Innovation

At the end of 2003, following five years of research, the
XeoBib agricultural tire received three Gold Medals for
Innovation from the largest agricultural exhibitions in Europe.

Siemens Grand Prize for Innovation

A jury made up of scientists, experts, researchers, managers
and celebrities awarded the Gold Medal of the Siemens Grand
Prize for Innovation to Michelin for PAX System.

“Premios Europa” 2003

CETM (Spanish confederation for product transportation)

and the trade journal Transport Professionnel (professional
transportation) jointly awarded Michelin the 2003 “Premio
Europa” transportation prize in the environmental category, for
the development and manufacture of low rolling resistance
tires and for research efforts in the area of tire recycling.




wlh gy g
[

15,370 M€

605 M€

Sums retained within the company
to finance investments and

overcome risks: v 4,997 ME . Salarids)'sociat

1,334 M€ 5 I . contributions and
% ﬁ rement funds
)

In 2003, our sales generated 15,370 M€, for an operating income
of 1,143 M€ and a net income of 329 M€.

Workplace accidents: change in frequency and
severity rates

2002 2603 43 Progression
Frequency rate (TF) 18.06 9.93 -45%
Severity rate (TG) 0.65 0.46 -29%

The above figures cover all of the Michelin Group's industrial sites

The important progress that has been made in lost time injury

frequency rate (TF) and severity rate (TG) for the entire Group

comes from a better awareness of safety issues by all employees.

To attain that result, numerous actions were deployed, notably

in the areas of.

- employee and management training

- sharing of best practices for safety

- Tisk prevention and reduction

+ progressive implementation of organizations such as Safety
spokes

However, we deeply regret to report three fatal accidents. The first
occurred during the handling of an earthmover tire in a U.S. quarry,
the second in a manufacturing shop at the Campo Grande (Brazil)
plant during a maintenance activity, and the third was due to a
traffic accident during work hours in the United States.

Frequency rate of accidents

by geographical zone L TF 2002
Yy geograp B TF 2003
o
o~ -
~N -
~N
et
n
2 3 3
- - .
i =
) i
I “ N i
Europe North South Asia Africa
America America Middle East

At the end of 2003, workstations in 55 percent of our
production sites were surveyed in accordance with the
EVANE method (EVAluation du Niveau Ergonomique des
postes de travail, i.e. evaluation of the ergonomic level of
workstations), compared to 34 percent at the end of 2002.

Number of employees %
Normal attrition 7911 7.2%
Voluntary departures 1,530 1.4%
Early retirement 2,229 2.0%
New hires 9,547 8.7%

Excluding Euromaster, TCl and plantations

Michelin dedicates 4.5 million hours per year for training, i.e.
one week per employee per year. [n 2003, training expenses

represented 3.37 percent of payroll.

Training expenses by geographical zone

(as a percentage of payroll)

Europe
North America
South America

Asia

o

!
[

O Including managerial training
& Including general training

B Including job training

& Overall percentage

Europe: except Euromaster; South America: except plantations

Asia: Japan, Thailand, China

Michelin is approaching diversity as a matter of inclusion
and total talent management. For example:

Male/female distribution
by hierarchical level
(as of 12/31/2003)

Group Executive Council

e e

College of Directors
Senior management ;.

Management :;

Administrative employees
and technicians

Production workers

& % men I
B % women




Internationalization policy

At the end of 2003, the Group had 760 expatriates of 31 different
nationalities, working in 58 countries. Of these, 540 were managers,
i.e. 10 percent of the Group’s managers. Thirty-five percent of senior
management positions are currently held by non-French employees.

Geographic origin of the management team
{as of 12/31/2003)

Group Executive Council ™

College of Directors

Senior management

(@ Europe

B North America
0O South America
O Asia

The accomplishments of the “Diversity Team”
In North America, the “Diversity Team” published and placed on
the Internet the “2004 Diversity Business Plan.” About 6,000
employees in 11 facilities completed the training course to develop
and encourage diversity in teams.

The Diversity approach is facilitated by the " Diversity Network,"
which has representatives from 19 North American sites. Finally,
partnering with a large company and a renowned university in
South Carolina, Michelin has implemented the “Diversity
Leadership Academy,” destined to train leaders of companies,
administrations and associations on the exercise of diversity.

In 2003 the average salary increase for Western countries was
between 0.5 and 2.0 percent above the rate of inflation, depending
an employee category and country. In Eastern Europe, Asia and
Africa/Middle Fast, the difference between the average salary
increase and local inflation was generally higher.

Distribution of payroli
by geographical zone
fin millions of euros, 2003)
O Europe
North America

1,800 ‘
- . O South America
1200 % ‘ O Asia
B Africa and Middle East
1000] 1,
800} ;-
S0k
400+
200 :

Production Administrative employees
workers and technicians

Managers

In all European countries {except Russia), we have negotiated
agreements with trade unions concerning salaries, work flexibility,
work schedules and working conditions.

In France, several agreements were signed in 2003 with trade unions:
incentive bonuses for almost all of our plants, coaching for
restructuring measures and organization of Iabor.

In Nigeria, two agreements were signed with unions in 2003
concerning “end-of-service benefits.”

Breakdown of our purchases of goods
and services (in value)

® Natural rubber 9.0%
@ Synthetic rubber 6.4%
¢ Carbon btack and silica 6.5%
© gl peinericl et gy
O Metallic reinforcement 5.1%
© Fuel oil, gas, coal 2.4%
O  Electricity 2.5%
a1 .
© i mppiien e 18.0%
O Transportation 8.7%
@ Services 30.7%

Raw materials

Our 2003 purchases amounted to 8,844 million euros. The year
was marked by a significant increase in the price of several raw
materials. Petroleum increased by 15 percent, butadiene by

37 percent, styrene by 32 percent (raw materials used in the
production of synthetic rubber) and carbon black {reinforcing filler)
by 16 percent.

Through assistance to local companies by “Michelin
Développement” subsidiaries, the Group contributes to job creation
in the regions where it is located. In 2003 “Michelin
Développement” helped create more than 800 jobs. A “Michelin
Développement” company was also created in Germany.

Discussions on Mobility
In 2003 three “Discussions on Mobility” sessions took place in Paris
and Brussels. These meetings for government representatives that
we initiated at the end of 2002 seek to examine subjects related to
our activities and thus contribute to a better understanding of the
stakes of mobility. Subjects reviewed this year included rolling
resistance, inflation pressure and noise.

Road safety initiatives

Michelin became a member of the Global Road Safety Partnership
on July 1, 2003. The objective of this association, created in 1999
by the World Bank and the Federation of Red Cross, is the
sustainable reduction of road accidents in developing countries,
through partnerships between the governments of those countries
and the member companies and associations.




Who are our shareholders?

At the end of 2003, Michelin shareholders included 227,762 people,
70,117 of which were employees within the Group.

Distribution of Michelin share capital
(as of 12/31/12003)

@ |Individual shareholders 19.5%
O Self-owned 0.1%
® Employees 2.2%
@ French institutional

shareholders 37.2%
@ Franklin Templeton

(American funds manager) 6.7%
O Foreign institutional

shareholders

(retirement funds,

companies, mutual funds) 34.4%

Shareholding plan for employees

After the success of the first phase of the shareholding plan for
employees in 2002, we launched a second subscription phase in
2003, offered to more than 103,000 employees in 70 countries. At
the conclusion of these two phases, 69 percent of 113,000 eligible
employees had become shareholders. They asked for more than
3,300,000 shares, of which 2,700,000 shares were available,
bringing the share capital portion held by employees to 2.2 percent.
This subscription rate is one of the highest in the industrial sector
for the launch of an initial employee shareholding plan.

Corporate governance

At the General Meeting of Shareholders on May 16, 2003, the
shareholders named a new member of the Supervisory Board, bringing
ts number of members to six. Four of them are independent according
to the reports on Corporate Governance, in other words, “they are
not bound by any ties whatscever to the Company, the Group or
its management, in a way that might alter their free judgment.”

Shareholder meetings

Many shareholder meetings took place in 2003, creating

opportunities for discussion on the Group's development;

« 4 meetings of the Consultative Committee of Shareholders
{twelve individual shareholders, including two employees)

« Michelin participation in the Actionaria Exhibition in Paris

< 2 meetings of individual shareholders (Brussels and Lyon)

« 135 meetings and gatherings with analysts and institutional
investors in 15 countries.

Publications for our shareholders
and investors

To follow-up on our communication efforts with our shareholders

and investors, we published in 2003:

» The Annual Report (distributed five weeks before the annual
shareholders meeting)

» The Letter to Stockholders (three editions per year)

« The Consolidated Earnings Guide, a detailed report concerning
6-month accounts

« The Fact-book, a digest of data and information concerning
the Group and the tire industry

« The Investor’s Guide

» The first Michelin Performance and Responsibility report.

These documents, together with the presentations and
announcements made to institutional investors, are available
on our Web site. The site was also restructured and improved
this year.

Cur economic performance in 2003

Consolidated net sales

(in millions of euros)

15,396
15,775
=115,370

15.000

o

10,000

5.000

99 00 01 02 03
22 Europe

@ North America

Other zones*

* Asia, Pacific, South America, Atrica and Middle East




Operating margin

The 2003 operating income was 1,143 million euros, i.e. an
operating margin of 7.4 percent of sales, compared with
7.8 percent in 2002.

Net income Group share
{in miltions of euros)
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Net financial debt

{in millions of euros}

14,926
4,881

2

13,818

99 00 01 02 103

& Total
wa Debt-to-Equity ratio

Variations of the Michelin, Bridgestone
and Goodyear shares (base 100: 1998)

120
100
80

60

12/98 12/99 12/00 12/01 12102 12/03

B Michelin {5 Bridgestone B Goodyear

Variations of the Michelin share with respect
to Automotive and Tire world indices
(base 100: 1998)

120

12/98 12199 12/00 12/01 12/02 12/03
Michelin

[ Tire world index [ Automotive world index

External assessment
Financial rating

On December 31, 2003, Standard & Poor’s and Moody's ratings
for the Group were the following:

The Michelin share

2000

2001

Basic earnings per share  2.96
Net dividend per share 0.80

220 ;
085 093] 093]

CGEM®  CFM@  MFPM®

Short term Standard &
Poor’s A2 A2 A2
Moody’s P2 P2 P2

Long term Standard &
Poor’s BBB BBB+ BBB+
Moody’s Baa2 Baal Baal

Outlook Standard &
Poor's  Negative Negative Negative
Moody's Stable Stable Stable

(1) Compagnie Générale des Etablissements Michelin
(2) Compagnie Financiére Michelin
(3) Manufacture Frangaise des Pneumatiques Michelin

“Corporate Social Responsibility” rating
At the end of 2003, the Group was mentioned in two indices:
ASPI Eurozone and DISI STOXX.




0

A R

B

Tire production in 1SO 14001 certified sites

(as a percentage of total tonnage)
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In 2003, six additional sites* obtained the ISO 14001
environmental certification.

In addition, several non-industrial sites are committed to the
certification process. These are, in particular, major sites of our
Technology Center (Europe, North America) and our rubber
plantations {Nigeria, Brazil).

At the end of 2003, 70,000 employees had received
environmental management awareness training.

*1in Canada, 2 in the United States, 1 in France, 1 in Hungary and 1 in Japan,

Solvent consumption in the Passenger
Car/Light Truck Product Line in Europe
{Base 100: 1992)

£nd of 1998: - 27%

“o. End of 2003: - 54%
*-\t'
o

.
Process optimization plan Target 2007:

-
Voluntary reduction palicy Ty

-

-73.5%

Finalizing and implementing
the new pfocess

92 93 94 95 96 97 98 99 00 01/ 02 03 04 05

In order to further reduce the use of solvents, a new
manufacturing process was developed, with the support of
ADEME™. It involves replacing the solvent with a thin film of
rubber compound underneath the tire tread. This technique will
ultimately enable us to reach our goal of an overall reduction
of nearly 75 percent.

* Agence francaise De I'Environnement et de Ja Maftrise de FEnergie

(French agency for the environment and energy management)

Environmental indicators

Units 2002 data 2003 data Variation
{completed (similar
in 2003) perimeter)
Water consumption mit 14 14 stable
Energy consumption Glit 16 17 -
including: fixed Michelin sources 1 99
Steam (subcontracted) ND 2.4
electricity 5.0 4.8
€O, emissions tit 1.3 1.5 -
including: fixed Michelin sources 0.7 0.7
steam (subcontracted) ND 0.3
electricity 0.6 0.5
Emissions of VOCs
(Volatile Organic Compounds) kg/t 4.3 3.9 -10%
Emissions of sulfur
dioxide (S0,) kg/t 3.7 37 stable
Emissions of nitrogen
oxides (NO,) kgt 1.0 0.96 stable
Production of waste kg/t 129 132 stable
including recycled waste 71% 73% stable

stable: the variation is deemed non-significant.
ND: no data available

The efforts made in 2003 enable us to show a more complete
snapshot of the Group's environmental performance today.

The indicators above concern industrial sites which represent

90 percent of the Group's production. The 2002 data (published last
year, represented 85 percent of production) have been completed
and adjusted here on a comparable scale.

This year, the energy consumption and CO, emissions include the
production of steam by outside specialized companies.

impact on fuel consumption

Due to its rolling resistance, the tire contributes to the fuel
consumption of vehicles: about one tank in five for cars, and one in
three for heavy trucks. Low rolling resistance tires, also called green
tires, help reduce this consumption, as well as the emissions of
greenhouse gases. Michelin continues its efforts to market green
tires for cars as well as heavy trucks.

Change in the percentage of green tires

in Michelin’s overall production of passenger

car tires
100

80

60

2

0 i i : i 4 o
92 93 94 95 96 97 98 99 00 01 02 03

Other Michelin tires

@ Green tires




Change in heavy truck Energy product
line sales in Europe

In 2003, more than one in three heavy truck tires for road and
highway use sold by Michelin belonged to the Energy product
line. These tires reduce consumption by up to 6 percent,
compared to conventional tires.

This reduction becomes 8 percent if the drive axle is equipped
with the X One tire, sold in Europe since 2003. The X One also
reduces overal! vehicle weight by 130 kg.

Change in X One truck product line sales in
North America
{Base 100: 2001)

500

100

Mounting Michelin X One tires on the four axles of an American
heavy truck allows up to S percent fuel savings and a reduction in
overall vehicle weight by more than 360 kg (800 Ibs).

Change in radial tire sales in China
(Base 100: 2001)

200

150

100

The replacement of bias tires by Michelin radial tires yields fuel
savings of more than 10 percent. In addition, radial tires are
twice as resistant to wear.

Aromatic oils

European tire manufacturers, within the European Association
of the Rubber Industry (known as BLIC), pledged to voluntarily
eliminate aromatic oils by the end of 2009. Work on products
and processes continues to eliminate aromatic oils without
compromising tire performance.

i

Recycling end-of-life tives

Rate of end-of-life tire recycling
(as a percentage of total volume)

Europe* United States
e i @An
i 71:31 P 34
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24 25
-
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Dumped and unreported
& Energy recovery

O Material recovery

[0 Exportation - Reuse

(@ Retreading in the zone

* Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hungary,
ltaly, the Netherlands, Poland, Portugal, Spain, Sweden, Switzerland,
United Kingdom.

End-of-life tire management systems
and frameworks at the end of 2003 worldwide

In Europe, Michelin facilitates the BLIC workgroup on end-of-life
tires. Within BLIC in 2003, we have pursued our efforts to
implement in each European country:

- a workgroup of manufacturers,

- an operational framework for end-of-life tire management,

- upstream financing, authorized by the Government.

At year end, Europe had six countries with operational framework
for end-of-life tire management. Michelin is a founding member
for each of these frameworks.

In Europe :
O Unregulated market

Existing system of producer
responsibility (collective
processing with upstream
financing system)

O Beginning of producer
responsibility system
in 2004

@ Liberal system

Parafiscal tax

O Producer responsibility
with parafiscal tax

Producer responsibility
being planned

§ Operational framework

5

$

for end-of-life
tire management

In the rest of the world:

Brazil, Nigeria, South Africa: producer responsibility

United States: environmental fee in 32 states, liberal system in 12 states
Japan and Australia: liberal system

China and Turkey: regulations being prepared

Others: no regulations
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A better way forward

PRESS RELEASE

July 30, 2004

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN

1*half 2004 earnings
Michelin's strategy bears fruit.
At 8.9%, operating margin improves further.
Net income doubles, at EUR 328.9 m.

In the 1 half 2004, Michelin further improved its market position in supportive tire
markets. Its continuous efforts to improve efficiency and successful price increases
enabled the Group to more than offset continually rising raw material costs. All
businesses posted significant operating margin improvement. This performance
demonstrates the effectiveness of the long-term strategy the Group has been pursuing
for a number of years.

After an outstanding first half-year due to a series of exceptional market drivers,
Michelin expects second half replacement markets to progressively return to their
annual long-term +2% to +3% growth trend. Also, it expects raw material consumption
costs to continue to rise to the tune of +6% to +7%' through the second half.

Against this operating background, Michelin confirms that it is poised to post a visible
improvement in its operational performance for the full year 2004.

In EUR million i dune30,:2004 i 2004 /2003 change
Net sales "7.821.0.. . +6.4%

At constant scope and exchange rates’ o +10.4%
Volumes sold * +7.1%
Operating income +20.1%
Operating margin as a % of net sales +71 pt

Net income +98.8%

Net Income Group share +102.4%

Free cash flow' +EUR172.1m

The rules and methods applied for the establishment of the consolidated accounts at June 30, 2004 are in
accordance with the accounting rule 99-02 of the French Comité de la Réglementation Comptable.

* Kk %

' Estimated rise in raw material consumption costs in EUR per kg for the 2° half 2004 compared to the 1* half 2004

? Compared to1" half 2003 net sales recalculated at 2004 scope and exchange rates

* Evolution of Group sales volumes (in tons) of tire products. Distribution, maps and guides, steel wheels and suspension systems sales
are not included.

‘ Free cash flow= cash flow - change in working capital - net capital expenditure (including financial investments)

1st half 2004 consolidated earnings Compagnie Générale des Etablissernents Michelin Page 1on 14



Excluding the impact of currency fluctuations, net sales are up 10.4%.

This is due to the combination of the following factors:

» A negative impact (-3.6%) of exchange rates. This is mostly related to the appreciation of the euro,
in particular versus the US dollar, although currencies somewhat stabilized compared to the first
semester 2003.

> A positive impact (+6.1%) ‘generated by higher sales volumes. This trend is the result of both
strong replacement markets fuelled by dynamic ‘sell-out’ *demand and by dealers anticipating price
increases and a robust Original Equipment demand on the commercial tire side.

> A positive price / mix effect (+3.3%), calculated at constant exchange rates. This reflects strong
replacement sales, an improved product-mix and price increases across all regions.

> A positive impact from the scope of activity and consolidation (+0.8%) mainly due to the
acquisition of the tire distribution activities of Viborg’. Conversely, jointly controlled operations in
Eurofit® (fitted assemblies) that were fully consolidated, are now accounted for using the equity
method, in accordance with future IFRS standards.

By business segment, tire markets and Michelin’s sales volumes show the following
trends:

In Passenger Car / Light Truck, in Europe, the replacement market is up +6.1% versus the first six
months of last year. After an exceptional 1" quarter partly driven by specific price increases passed in
France by most tire manufacturers on March 1" to cover End-of-Life Tires (ELT) disposal costs, demand
remained robust and continued to grow in the 2™ quarter. Eastern & Central Europe registered further
growth as well.

The Group's category and product mixes further improved with a strong progression of VZ and 4x4
sales. Supported by an improved order fill rate, Michelin flag brands (Michelin, BFGoodrich and Kleber)
significantly outperformed the market.

in North America, the market is up +5.3%. However, this should be viewed in light of a difficult 1*
half 2003, dogged by low consumer confidence, fuel price increases and a lagging SUV tire
replacement market. By tire segment, market dynamics enjoy the continued growth of the
performance segment (+17%) and the rebound of the SUV segment (+21%) that has now more than
absorbed the consequences of the Firestone recalls. The price increases announced throughout the
reporting period by various tire makers, including Michelin, also had a positive impact on the ‘sell-in’
market.

Compared to the first half of 2003, the Group gained market shares despite some capacity shortages
in the SUV segment. Its brand mix improved significantly through a strong progression of flag brands
sales volumes (Michelin, BFGoodrich and Uniroyal). Price increases, passed in February (up to 5%) and
July (average 3.5%) are sticking. This is also the case in Europe.

In Asia, Michelin is growing its sales volumes and improving its product-mix in line with its selective
growth strategy. In China, demand remains robust, especially for Michelin branded products. Group’s
sales volumes continued to post a double-digit growth.

in South America and the Middle-East / Africa, sales are up in growing markets.

* Volume effect calculated across alf Michelin activities, including distribution.

®sell-out’ sales : sales to end-users / consumers as opposed to tire sales from tire makers to dealers

" The acquisition of the tire distribution activities of Viborg was effective on March 31, 2003, Viborg - which is now completly
integrated into Euromaster — only appeared in the 4° quarter consolidated accounts of the financial year 2003 (Viborg consolidated
frorm April 1% onwards).

® Eurofit is jointly controlled by Michelin and Continental AG.
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In Original Equipment, in Europe, the Passenger Car / Light Truck market rose 3.3% in the 1"
half. Group sales volumes slightly underperformed the market.

In North America, the market declined slightly. Capacity constraints in some segments, which led to
focusing production capacity on priority segments and markets, were a drag on volumes.

In Truck, the replacement market (new tires) was up 2.8% year-on-year in Western Europe. The
market growth is mostly due to ‘seli-in’ sales, while the underlying ‘sell-out’ was more subdued.
Dealers built up inventories ahead of price increases announced by various tire makers, including
Michelin. The Group implemented price increases during the 1% quarter in France (ELT disposal
legislation) and during the 2™ quarter across the whole of Europe (average 3.5% to 4.5%). Group new
tire sales posted strong growth throughout the half-year, in line with the market.

In Replacement, in North America, the Group enjoyed a strong first half 2004 in the context of a
recovering truck tire market. Michelin continues to increase its market share in the retread market. The
Group plans to add some 10 new workshops to its existing North American Michelin Retread
Technologies (MRT) franchise network and announced the expansion of its Covington, Georgia,
manufacturing facility. The price increases passed during the first four months of the year (new tires as
well as retreads) are sticking; an additional price increase will come into force on August 1%

In South America, demand is robust. The original equipment truck market reached an all-time high.
Michelin sales volumes are up despite price increases passed across the various countries of the region.

In Asia, Michelin’s growth was partly hampered by measures introduced by the Chinese government
to prevent economic overheating. This resulted in a decline in road traffic, thus affecting sales of
replacement tires in the second quarter.

in the Middle-East & Africa region, sales are up in Algeria and the Middle-East while Africa remains
plagued with economic and social issues.

In Truck original equipment, in Europe, sales are up in robust markets. Trailers recovered from a
depressed year 2003 while the 11% growth registered in the power unit segment is partly fuelled by
exports towards Eastern Europe, the Middle East, Africa and Asia.

In North America, the truck original equipment market posted 33% growth versus the first
half 2003. This strong demand is, first of all, due to a need for the renewal of power units and trailers
after the collapse of the market in the second half of 2000 and the dull market that ensued for 3
years. Also, introduction of a new legislation concerning driver working time leads truck operators to
increase the number of their trailers in order to offset the higher cost of loading and unloading time.
That cost is now being paid at the same rate as driving time. Finally, freight companies take advantage
of the present low financing cost. As a consequence of its strategy to rebalance its operations between
the onginal and replacement markets, Michelin's original equipment market share is being driven
down compared to the first half of 2003. Note that Michelin sales of X-One Tires” have increased
significantly during the period.

The markets of the specialty tires division were generally supportive during the period under review.
In the Earthmover tire segment, the mining market is booming in a context of high prices for raw
materials. In these conditions, Michelin sales volumes reached record levels, generating supply chain
tensions. Price increases were applied across all markets to compensate for the higher cost of raw
materials Driven by the positive evolution of the agricultural business in North America, the
Agricultural tire original equipment and replacement markets are well oriented. In Europe, OE
demand is also up. However, the Western European replacement market remained flat during the
period and the farming industry continued to suffer in Eastern Europe. In this context, sales volumes
are up while the product- and brand-mix continue to improve in a significant manner. Aircraft tire
sales volumes are up in a context of recovery of the commercial airline industry. The Two wheel

* Michelin X One is an extra-large tire that is designed to replace twin mounted tires on both power and trailer axles. This tire was
successfully introduced in original equipment as well as in replacement in North America in 2000. It is now also being introduced in
Europe through Original equipment.
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replacement tire markets were up both in Europe and in North America. Michelin sales benefited from
the successful launch of the new Pilot Power tire.

In the distribution business, TCl net sales are up on the back of the strong heavy truck and retreading
market. At 2004 scope’®, Euromaster increased its net sales by 1.2% and achieved a gross margin
growth by focusing on its most profitable business segments.

In_a first half of contrasts, marked by growing tire markets but also by a continuing rise
in_ raw material costs, Michelin improves its operating margin by one percentage point
from 7.9% to 8.9%.

Operating income is up as Michelin achieved a better valorization of its products and kept its internal costs
under strict control.

This one percentage point progress in the operating margin can be analyzed in light of the following
elements:

- Astrong progression of sales volumes compared to 2003.

This progression was particularly sharp in the original equipment market of industrial products (Truck,
Earthmoving, Agricultural) and in the Passenger Car / Light Truck replacement markets. This high level
of activity had a positive effect in terms of absorption of fixed costs.

- A markedly negative impact of raw material consumption costs.

In the 1™ half, the Group suffered from the further hike in raw materials consumption costs. This is due
to the well identified time lag of about 4 to 6 months, between the purchase of the raw materials in
the 2™ half 2003 and the impact in the cost of sales. The extra raw materials cost weighing on the
operating profit is an estimated EUR 185 m at constant exchange rates compared to the 1* half of
2003. Raw materials procurement costs were also up during the period. In addition to raw materials, it
is worth mentioning that the tire industry continues to be faced with external inflationary pressures
such as energy and transportation costs.

- A continuing and tangible improvement in average unit price and in the mix.

This improvement in the price / mix was supported by successful price increases introduced in all tire
markets and regions and by the regular progress in the sales mix, especially in Passenger Car / Light
Truck.

- Further productivity gains.

Productivity gains, strict cost control and the positive effects of the restructuring measures taken in
recent years limited the impact of the surge in external costs.

Non-recurring income and expenses for the 1" half 2004 amount to a EUR 53 millions loss, mostly
attributable to a provision for a four-year progressive early retirement plan (Pré Retraite Progressive) in
France and to various restructuring measures, including winding-up of the Trier (Germany) steel cord
production facility. Note that the 1% half 2003 was marked by a number of exceptional items (EUR 178
million), among which an industrial evolution program in Spain, that weighed significantly on net income.

Net income is up 99% at EUR 328.9 million as a consequence of the 20% growth of the operating
income and of the above mentioned 2003 exceptional items.

" Comparisons are based on an estimated pro-forma 1% half 2003 ~ Euromaster + Viborg. Non audited figures.
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Michelin's balance sheet continues to improve.

At EUR 766 million, cash flow generation is up 4% compared to 1* half 2003 and is at a high level of
9.8% of net sales. It has to be mentioned that 1* half year 2003 was characterized by a high level of
provisions.

Note that cash flow generation is calculated after deduction of 1* half 2004 cash-out payments related to
benefits, i.e. the EUR 98 million contribution to Michelin pension funds and the EUR 83 million cash-out
related to the unfunded benefit obligations such as retirement and Medicare expenses.

In addition to the above, cash flow was channeled into:

- Net capital expenditures (EUR 386 million). This amount is consistent with the Group’s intent to
maintain a dynamic investment policy.

- Financial investments (EUR 65 million) mostly related to the acquisition of a 10% stake in Gajah
Tunggal", the largest tire manufacturer in Indonesia, a 14.9% stake in Apollo Tyres and the setting up
of Michelin Apolio Tyres JV in India.

- Seasonal inventory build up in the first half of the year in anticipation of the winter tire season and the
2" half peak in demand for truck tires.

However, inventories, expressed as a percentage of net sales, are down significantly from 20.9% to
19.5%" compared to the 1™ half 2003 in spite of the increase in raw materials costs.

Thus, following the Group’s seasonal pattern of activity, the 1% half 2004 free cash flow is momentarily, a
negative EUR -23 million. Compared to the 1 half of 2003, free cash flow nevertheless shows a EUR 172
million progress.

Compared to December 31, 2003, the gearing ratio (net financial debt / stockholders’ equity) stabilized
below 809%, well below the 89% recorded at June 30, 2003.

Segment information :

Net sales .Operating income  Operating margin
1st half 2004 1st half 2004 'H12004 H12003
M % of total 2004/2003 ° ™M % -of total .
Euros Euros 1
Pass. Car / Light Truck 3,737.2 47.8% +2.9% 38’9.6' 56.0% | 10.4% 9.3%
Truck 2,077.3  26.6% +9.1% :290.2  41.8%  14.0% 13.1%
Other businesses 2,472.1 31.6% +135% ~ 15.0 2.2% 0.6% -0.4%

Inter-segment eliminations  (465.6) ; - - -

Group 7.821.0 100% +6.4% 6948 100% 8.9% 7.9%

Passenger Car / Light Truck

During the 1% half 2004, the Passenger Car / Light Truck business took advantage of buoyant replacement
markets. Net sales are up 2.9% for the period sustained by a very positive price-mix effect. As a

" For details on the business co-operation agreement between Michelin and PT Gajah Tunggal, see the Guide to the 1% half 2004
consolidated accounts under the ‘key events' section.
'? Annualized rate, i.e. for the 1% half 2004, Inventories as a % of net sales = (inventories at June 30/ 1* half net sales)/ 2
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consequence, net sales are up 8.1% excluding currency fluctuations.

At 10.4%, the operating margin has reached its highest level ever. The rising cost of raw materials and the
North American market competitive environment have been more than absorbed by the following positive
factors:
- Price increases,
- Efficient cost containment,
- Further improvement of the product-mix with a robust progression of high performance and SUV
tire sales and of the market-mix with stronger replacement sales,
- Market share gains of the Group’s flag brands, particularly the Michelin brand in North America,
Asia and Europe.

Truck

Net sales for the 1% half 2004 are up +9.1% compared with the same period of 2003. Higher sales
volumes (+9.1% in tons”) and better unit prices translated into a +13% increase in this segment’s net sales
excluding exchange rate variations. As previously described, the volume growth is due to strong
replacement markets and booming original equipment markets.

At 14%, operating margin is 0.9 percentage points above its 1 half 2003 level. This progress is the
combined result of:
» on the positive side:
- a9.1% growth in sales volumes,
- ahigh level of activity and consequently a high capacity utilisation rate of Michelin facilities,
- strict cost control,
- timely price increases in anticipation of raw materials increase passed in all tire markets,
» on the negative side:
- an unfavorable mix of original equipment / replacement market sales,
- poor order fill rate, in some sizes on the replacement market,
- rising consumption costs of raw materials, particularly natural rubber and steel.

Other businesses

At +0.6%, the operating margin of the other businesses gains 1 percentage point at current scope
compared to June 30, 2003. This economic performance is all the more noteworthy as the 2003
comparison base is unfavorable in terms of consolidation scope. Indeed, in the 1% half 2004 consolidated
accounts, this reporting segment includes the former Viborg™ distribution activities that weigh on
Euromaster’s profitability. At 2004 scope”, the improvement of the operating margin of the other
businesses is well above one percentage point. Progress is observed across all the businesses of this
reporting segment.

In a context of supportive markets, the specialty tire division took full advantage of its new organization
and its successful price increases. Despite the rise in raw material costs and the adverse parity effect, the
operating income of the Earthmover division improved on the back of record tire sales, price increases
and strict cost control. Growing sales volumes and an improved product-mix pushed the profitability of the
Agricultural tire division up. Driven by good cost controls and the success of the new Pilot Power tire, the
Two Wheel business posted strong growth of its profitability. The steel Wheel manufacturing activity has
been able to more than offset the rising cost of steel with the positive effects of the restructuring measures
launched in 2003,

ViaMichelin improved its profitability closer to break-even. The Maps & Guides business showed a good

" Tons of new and retreaded tires

* The acquisition of the tire distribution activities of Viborg was effective on March 31, 2003. Viborg - which is now completly
integrated into Euromaster - only appeared in the 4” quarter consolidated accounts of the financial year 2003 (Viborg consolidated
from April 1* onwards)..

** Comparisons are based on an estimated pro-forma 1* half 2003 - Euromaster + Viborg. Non audited figures
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performance despite a still difficult market.
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Euromaster’s recovery and restructuring program are on track. At 2004 scope'’, Euromaster cut its
operating expenses by 5% and divided its operating losses by three. One has also to bear in mind that tire
distribution profitability in Northern Europe and particularly in Germany, where the Viborg network was
mostly concentrated, is limited in the 1" part of the year due to the seasonal pattern of the business. TCI's
operating margin is up but remains negative.

Qutlook for the second half of the year

After an outstanding first half-year due to a series of exceptional market drivers, Michelin
expects second half-year replacement markets to progressively return to their annual long-term
+2% to +3% growth trend. Also, it expects raw material consumption costs to continue to rise to
the tune of +6% to +7% " through the second half.

Against this operating background, Michelin confirms that it is poised to post a visible
improvement in its operational performance for the full year 2004.

Robust growth of the ‘sell-in” markets observed during the 1* half 2004 was partly fuelled by exceptional
market drivers such as ELT legislation in France, additional working days in North America and price
increase announcements. Moreover, in North America, the 17 half 2003 had been particularly weak for the
Passenger Car / Light Truck replacement market, thus creating a favorable comparison basis. Consequently,
on a full year basis, replacement tire markets should settle down to their annual long term +2% to +3%
growth trend, well below 1% half year levels.

Taking into account the 4 to 6 month time lag between a variation in raw material procurement costs and
its impact on Michelin’s cost of sales, the sharp increase of procurement costs recorded in the 1* half 2004
(particularly natural rubber and steel) will push consumption costs up in the 2™ half by +6% to +7%. In
North America especially, Michelin could face raw material costs growing faster than revenues in the 2"
half.

Against this operating background, Michelin intends to further strengthen its ‘all-terrain’
capabilities and expects a visible improvement in its operating margin for the full year 2004.

Compagnie Financiére Michelin

At June 30, 2004, Compagnie Financiére Michelin (CFM) ‘s net sales amounted to EUR 7,946.9 million, up
6.3% compared to the prior year. At constant exchange rates, net sales are up 10.2% in Euros. Operating
income is EUR 657.3 million, which translates into a 8.3% operating margin. Because Compagnie Générale
des Etablissements Michelin has almost the same scope of activities as Compagnie Financiére Michelin, the
qualitative comments apply to the latter as well.

* % k

** Comparisons are based on an estimated pro-forma 1% half 2003 - Euromaster + Viborg. Non audited figures
' Raw material consumption costs in euros per kg, 2™ half 2004 compared to the 1* half 2004
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A more detailed report on the first half accounts is available upon written request to the Investors Relations
Department, or on internet at the following address http./Awww.michelin.com/corporate, or by calling this
Toli Free Number O 800 000 222 (from France only).

A webcast of the earnings presentation (in French and in English) that will take place in Paris on July 30,
2004 10:30am Paris time will be available on Michelin’s web site http://www.michelin.com/corporate from
July 30 7:00pm. The institutional investors, who have subscribed to the RAW Communications network,
will have access via this service to the English presentation. A conference call for the financial community
(in English only) will take place on July 30 at 4:00pm (please find details on Michelin corporate website). A
webcast of the conference call will also be available from August 2, 7:00pm.

* K ok

Contacts

Investor relations Press

Eric Le Corre : Fabienne de Brébisson :
+(33)1.45.66.10.04/ + (33)4.73.32.77.92 +(33)1.45.66.10.72/ + (33) 6.08.86.18.15

Laurent Cavard :
+(33)4.73.32.18.02/ + (33)1.45.66.16.15

Jacques-Philippe Hollaender :
+(33)4.73.32.18.02/ + (33)1.45.66.16.15

Individual shareholders relations

Jacques Thonier ;
+(33)4.73.98.59.00

For more information, see the “Finance” pages on http://www.michelin.com/corporate
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1. Change in net sales (1" half 2004 compared to 1% half 2003)

Net sales © - 1"half 2004 - A 1 half 2004/2003
“(in millions.of Euros) - (in %)
Group . T7,821000. K +6.4%
Passenger Car/Light Truck ~  3,737.2, +29 %
Truck P 2,077.30, 0 +9.1 %
Other businesses T2, o +13.5%
Inter-segment eliminations . - {465.6) :

2. Impact of the various effects on net sales

Variation of net sales compared 1*half 2004
to 2003 / 1" half 2003
(In millions of Euros) : In % accrued

Total variation b Y 4472.8 ‘ +6.4%
Of which parities : - <2643 : -3.6%
Volumes . . +4283 +6.1%
Price/mix o R V.o ,3 +3.3%
Scope ¥ 64,6 " +0.8%

3. Evolution of sales volumes (in %, 1% half 2004 / 1* half 2003)

Totalsales Replacement Original
ey Equipment

. Group - O w71% +7.8% +55%
Passenger Car / Light Truck Voo 43.5% +7.1% -4.2%
(in units)” C L
Truck +8.7% , +57% +15.5%
(in units)®® L
Other tire businesses *'(in tons) +97%. +6.4% +17.2%

** Evolution of Group sales volumes (in tons) of tire products. Distribution, maps and guides, steel wheels and suspension systems sales
are not included.

'* Number of new tires sold.

* Number of new tires sold. These data do not include retread.

* Other businesses : Earthmover, Agricuttural, Two Wheels and Aircraft tire products
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4. Evolution of sales volumes by segment (in %, 1" half 2004 / 1™ half 2003)

Passenger Car / Light *Total sales . Replacement Replacement  Original Original
Truck , Market Equipment Equipment
(in units) o Market
. Total +3.5% ¥ 71% N/A -4.2% N/A
Europe” C - +6.1% - +3.3%
North America® ) IRV ++ +5.3% -- -0.4%
Other geographical areas™ +4.8% . N/A N/A N/A N/A
Truck ‘Total sales: Replacement Replacement Original Original
(in units) L Market Equipment Equipment
Mgy e Market
Total +87% o +57% . NA L *155% N/A
Europe® Cod = +2.8% = +11.1%
North America® o ++ +5.2% - +32.6%
Other geographical areas” +6.3% N/A N/A N/A N/A
5. Operating income by function
(In millions of Euros) 1* half 2004 % 1 half 2003 %
Net Sales 17,8210 100% 7.348.2 100%
Cost of goods sold '5,302.3 . 67.8% 5,142.3 70.0%
Gross Margin 2,518.7 32.2 % 2,205.9 30.0%
Selling, General and Administrative Expenses +1.823.9 23.3% 1,627.6 22.1%
Operating Income "~ 694.8 8.9% 578.3 7.9%
Net Income 3289 4.2% 165.5 2.3%

# Western and Eastern Europe (excl. Community of (ndependent Sates)

2USA, Canada and Mexico

* Asia, South America, Africa and Middle East
* Western Europe only for market figures

® USA, Canada and Mexico

77 Asia, South America, Africa and Middle East
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Statement of income for the 1 half 2004

in thousands of euros #“qst'half 2004  1st half 2003 2003
OPERATING REVENUE 18,095,832 7,570,316 15,974,649
Net sales : E7,‘820,‘980 7,348,220 15,369,820
Reversals of allowances : 53,631 6,531 28,208
Other operating revenues Cnz2ne 215,565 576,621
OPERATING EXPENSES  (7.401,011) _ (6,992,019) _ (14,831,577)
Purchases used in production 2,618,809 2,324,806 5,372,669
Payroll costs 2537272 2,530,235 4,996,925
Other operating expenses 1,68 471 1,589,841 3,360,310
Taxes other than on income 113,928 120,801 244,355
Depreciation and amortization G 401,017 408,288 818,526
Charges to allowances and provisions . ©48:414 18,048 38,792
OPERATING INCOME : 6-94,'821, 578,297 1,143,072
NET INTEREST EXPENSE - {103,853) (94,072) (224,887)
OPERATING INCOME o
FROM ORDINARY ACTIVITIES 90,368 484,225 918,185
NET NON-RECURRING INCOME AND EXPENSE O 53329) (178,613) 18,679
INCOME TAXES (120,096) (261,435)
NET INCOME OF FULLY-CONSOLIDATED COMPANIES 343,310 185,516 675,429
INCOME (LOSSES) FROM COMPANIES
ACCQUNTED FOR BY THE EQUITY METHQOD 778 (4,907) (8.750)
AMORTIZATION OF GOODWILL s 14e) (15,108) (337,817)
NET INCOME BEFORE MINORITY INTERESTS B 328,940 165,503 328,862
Netincome 157,526 317,532
Minority interests 7.977 11,330
Basic earnings per share (in euros) 1.11 2.23
Diluted earnings per share (in euros) 1.1 2.23
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Consolidated statement of cash flows, at June 30, 2004

Michelin Group - in thousands of euros st half 2004 ¢ 2003 1st half 2003
{CASH'FLOWS FROM OPERATING ACTIVITIES . o
- Net income before minority interests 328,940 328,862 165,503
Adjustments to reconcile net income before minority
interests to net cash provided by operating activities:
- Depreciation and amortization . A18632 1,162,520 425,042
- Allowances, provisions and deferred taxes 15 714 (87,145) 145,728
- Net gains on disposals of assets 8,371 3,303
- Other (5,240) (1,204)
Cash flow 1,407,368 738,372
- Change in inventories (43,059) (309,697)
- Change in receivables 14,081 (37,670)
- Change in payables (13 244) 44,420 (43,202)
- Other changes in working capital 201 049 119,342 177,612
Net change in working capital (265,996): 134,784 (212,957)
Net cash provided by operating activities £41500,141 1,542,152 525,415
CASH FLOWS FROM INVESTING'ACTIVITIES ™ iy
- Additions to property, plant and equnpment : (435793) (1.117.798) (401,265)
and intangible assets o
- Additions to investments (100,067) (305,199) (348,633)
Total +:,(535,860) (1,422,997) (749,898)
- Pro;eeds from d.lsposa'ls of property, plant and 49.416 100,586 29810
equipment and intangible assets o S
- Proceeds from disposals of investments 735322 76,333 51,385
Total L BA738: 176,919 81,195
Net investment for the period (451922)  (1,246,078) (668,703)
Impact of changes in Group structure - (12,334). 14,884 34
Net change in working capital - (59 361) (11,469) (51,519}
Net cash (used) by investing activities - (522,817) (1,242,663) (720,188)
'CASH FLOWS FROM FINANCING ACTIVTIES R =
Employee stock ownershlp plan 0 20,739 20,488
Expenses related to the stock-for-stock offer £ 20 (645) 0
- Dividends paid to parent company shareholders . 'v (133 312) (130,692) (130,692)
- Other dividends paid 747.870) (49,669) (46,079)
Total ‘.(181 182) (160,267) (156,283)
Change in long and short-term debt 1 1184,293) 513,936 293,253
Net change in working capital +(16:798) (46,811) (59,767)
Net cash (used) provided by financing activities L (382,273)1 306,858 77,203
Effect of exchvange rate changes on cash 21683 (41.759) (32,494)
and cash equivalents [ s ey
Change in cash and cash equivalents - (383,266) 564,588 (150,064)
Cash a.nd cash equivalents at beginning 1:773-,555,§ 1.209,068 1.209,068
of period . itaend
Cash and cash equivalents at the period-end 1,773,656 1,059,004
Including - Cash 1,234,168 673,934
- Cash equivalents 539,488 385,070
1st half 2004 consolidated earnings ~ Compagnie Générale des Etablissements Michelin Page 14 0on 1
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_ Consolidated
'Results

 Firs t-half
2004

@& Netsales:
EUR 7.82 billion {+8.4%)

Sales Volumes {intons);
+7 1%
Truck: #8.2% {unis)

Pass, Car /LT «3.5% (units)
Operating income:

EUR 695 million {#20.1%)
Operating margin:

8.9% {+ 1pY)

@ Netincome:
EUR 328.9 milli
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# In a semester marked ~.Michelin

f-ye:ar'in rev:ew.,.

by... T /leveraged strong
Strony tire markets - growth in global tire
A markets

Further increased rav
material costs - v/ managed to offset
unfavorable raw
materials through
=~price and mix improvements
=productivity gains

~~internal cost comamment

W avscovmsra

Stabilizing currencies
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Fass CarlT raplacsment A
GE market slow down fimpact on car
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i

“ Japan
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& Other markets
Cortrastod

& Deliberate action by Chinese
authorities to curb truck
overioading

o,
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e st L2 LY VIR
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: Furtyher hfke m raw material
costs
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- Price mix. :
H1 2004:+ 2.7 pt
MY 20UV Tt
CHA 20020+ 080
firmpact ort the changs In operating income vs previous year)

Further gains from richer sales mix
Replacsment sales growih otpaced CE sales
Top of the range tre” sales growth afefaa»z %:I«?::’a arodh

,Smtcessfui price increases worldwide, in Replacement 8-

OE
Pass Caril.T as well a5 Truck and other tires
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& however, the pace of
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H1 04 : all businesses post operating
margin improvement

155
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Tmck apem%mg margln for‘t’her
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'».;(’7 Y,
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Operating matrgin : 14%, up 0.9 pt

i
&

@ Raw materials : ;
N.A. mkt competitive environment  Mofeafes 20793 266% 4
Poof order ﬁz'!a!e H ! £, b arne PN 4‘;3"/"; Eat 5
Transport Industry faced with Opmisgin 1% Maida
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Spec;alw husmesseﬁ poqted improved
Qperatmg performance

4

First benefits of rationalization and focused growth
strategy applied to specialty businesses
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operating income iImprovemant viallickelin sules & income B
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©
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& o Reminder

4 The contribution of controlled tire distribution to
Michelin's performance is far greater than its direct
confribution alone

# Upstream contribution
Agditional sales + added markst , \
Agdiional sales + addad markat 10 GROUP SROFITASILITY

shiare , o

= gortnbubion 1o Pass, Ca LT & DIRECT + URPSTREAM

Truck tire divisions profiahidity

TOTAL COMTRIBUTION

Direct contribution

maasured on & siand glons bagls
is raported in the Dther businessas’
seamerd reponting
oy B, PR 1 memaer e § e sl T 6 S

U AQAAT

Mot Sales : +6.4%

Ogporating income £95 8.3 578 7.9 +26%

irgerest insoms ond {1y {13 &y (13 +10%:
sxpense

Oiperating incoms from 411 g 454 6.8 224,
widizary actiilios

BT O SCiATIgG I00INE {5y {5

Ircoms 8% @ {323

MNet incomes 3289 4.2 166 3 +99%,

wemleh v ML popigp ey s fer g 00 JimieE
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Gearing stabilized at 80%,
well below June 30, 2003 level of 89%

2 Financial net dubi (A1€)

= Stockholders’ equily
1141
7 EBITDA { nal dabt

30/06:2002

et Y s e oevasited vt 4 € JlERHY

* Balance sheet items
 June 30, 2004

4,409

3490

s e
1 oo 1t

ID06/2004 1 31/12/2002

&  Operating cash flow:
EUR 786 m

Chongs vs H1 03 < Qp. Income
vaiation becsuss ol lower

paovisiong
& Capex:
EUR 386 m iney

EUR G5 m

{Apolio Tyeses ~hndia,
Gajah Tunpoad. instenasiag

& H1is traditionally free
cash flow consuming,
given specific production
cycle
T egsli f

JER

. B e« Akt e R

& Financial investments gw:

June 30, 03

11 PR

June 30, 04

& #iihidpy

H

Fras sk o
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‘220047

@ After an exceptiona) first-half,
tire morkets will keep growing,
but should revert to their
average long-term +2%/+3%
grovithtrend p.a,

@ Raw matesials will rise further:
+6%/4T%, H2 04741 04
{consumption cosis por kg, in EUR)

Michelin will continue 1o
- fngprive s mik
- maintain a robust pricing

policy
«implement cost reductions

v the second
~half of 2004 7

Tire markets?
Certain first-half ?ﬁﬁtm‘s will disappear

Mm{zkjﬁf‘immz mfﬁ}'éémmsms base, aspecially in
WA, Pass. Car/ LT tire feplacenent

After a first-half above historical trend,
second-half should be back to long-term
growth trend '

1%- 2% globally (H2 04/ H2 03){e)
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e
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‘ ‘xil suffar from
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Raw mateial constumplion costs could outpacs prt’ce's.
especiaily in North America

MICHELIN
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@ The least profitable tire mkt: Michelin is one of the

- @y Mateniah up 4% (H1 i most profitable players
after . T1G Dk 0 03 QIS in North America
- e sotis ¥ ipersomel

tealthogre, endgy... b given surrent and foresceable
- kit congfinns hove deteiion- mpr ket conditions,

tod sianficanty further price increnses are
- compstitey behaviow .. justifinble

B ey B

fike?

Michelin will further improve its
« all terrain » capabilities

and post visible improvement in FY performance,
including operating margin

A § @ ey gy e L teeialyied wongr B BT TR
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Comments on the consolidated

financial statements

Consolidated Statement of Income (in

EUR thousand)

In € thousands " 1sthalf 2004:  1st half 2003 2003
OPERATING REVENUE -5 8,095,832, 7,570,316 15,974,649
Net sales 7,820,980 7,348,220 15,369,820
Reversals of allowances 53,631 6,531 28,208
Other operating revenues sevs 221,221 215,565 576,621
OPERATING EXPENSES (7,401,011). (6,992,019) (14,831,577)
Purchases used in production 2,618,909 2,324,806 5,372,669
Payroll costs 12,537,272, 2,530,235 4,996,925
Other operating expenses ,1',68},4?7le~ 1,589,841 3,360,310
Tax other than on income 113,928 120,801 244,355
Depreciation and amortization '4'(')1,01‘7 408,288 818,526
Charges to allowances and provisions 48,414 18,048 38,792
OPERATING INCOME Pl 694,821 578,297 1,143,072
NET INTEREST EXPENSE b (103:853) (94,072) (224,887)
OPERATING INCOME Ry
225 18,17
FROM ORDINARY ACTIVITIES 55 ?0’ 968 484, 916,185
NET NON-RECURRING INCOME AND EXPENSE ©{53,329) (178,613) 18,679
INCOME TAX {194,329) (120,096) (261,435)
NET INCOME OF FULLY-CONSOLIDATED L
: : 1 4
COMPANIES oy 343,?19 185,516 675,429
INCOME (LOSSES) FROM COMPANIES
907 750
ACCOUNTED FOR BY THE EQUITY METHOD (4,907) (8,750
AMORTIZATION OF GOODWILL “(15,146) (15,106) (337,817)
NET INCOME BEFORE MINORITY
- 328,94 165,503 328,862
INTERESTS ; 3 8 ?40 ’
Net income 318,853 157,526 317,532
Minority interests 10,087 7,977 11,330
Basic earnings per share (in euros) 2:22 1.11 2.23
Diluted earnings per share (in euros) 1.11 2.23

Sy
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A STRONG IMPACT
OF PRICE MiX (3.3%)
AND VOLUME (6.1%)
& A STILL NEGATIVE
(-3.6%) IMPACT OF
EXCHANGE RATES

Excluding currency
effects, Michelin’s net
sales were up 10.4% in
the first 6 months of 2004,

“Sell in” @ tire sales
to professionmals
and distribution.

“Sell out” : tre sales to
end consumers.

Markets evolution and Net sales

In €MIHon . b 000 g e AHL 2004k H1:2003 %, Variation
Consolidated net sales 7,821 7,348 6.4%
Excluding exchange rates 7,084 10.4%

Consolidated Net sales for the 6§ months period totaled €7,821 million, up 6.4% compared
to the previous year. At constant exchange rates, net sales are up 10.4%.

Analysis of impact on sales

+6,4%
s

0 ¢ sem. 2002
2 1 sem. 2003
e sem. 2004

-6,0%

i
-10,0%

Total Currencies Volumes Prices/Mix Scope

This can be explained by:

» A 3.6% negative impact linked to exchange rate variations. As it had already been
noted over the last months of 2003, this impact arises mainly from the 10% fall in the
value of the US$ . although other currencies somewhat stabilized compared to the first
half 2003.

« A 6.1% positive impact linked to an increase in sales volumes. This trend is the result
of both strong replacement markets fuelled either by strong ‘sell-out’ demand or by
dealers anticipating price increases and robust original equipment demand on the
truck tire side.

This result is due to better tire markets than expected as these were inflated by non-
recurring factors.

+ A 3.3% positive price/mix, at constant exchange rates.

This progress can be explained by the price increases passed in 2003 and 2004 and by
Replacement sales growing faster than Original Equipment sales as well as continuous
improvement of the overall mix:

- with a more favorable brand mix

- and a more favorable product mix (market share gains in SUV and high performance
segments).
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* A limited impact from the scope of activity {+0.8%) which is the combination of
2 opposite effects.

* A positive effect resulting from the acquisition of the tire distribution activities of Viborg
which was effective on March 3lst, 2003. Viborg — which is now completely integrated
into Euromaster - only appeared in the 4th quarter consolidated accounts of financial
year 2003 (Viborg consclidated from April 1st onwards).

+ Conversely, a negative effect due to a change of consolidation methodology in order to

* Eurofit is jointly prepare the switch to International Financial Reporting Standards (IFRS). Jointdy
controlled. owned and controlled operations in Eurofit* (fitted assemblies) are now accounted for using the
operated by Michelin and

Continental AG equity method, in accordance with future IFRS standards.

Quarter-on-quarter changes

Changes in net sales (in millions of euros) compared with 2003

AR AL A A A A
H12004/ © H12004/,; Q1 2004/ Q12004/ Qz22004/ Q2 2004/
H12003 H12003 . Q12003 Q12003 Q22003 Q22003

CEnEmy L %) (in £m) (in %) {in €m) (in %)
Total chanige - Ce ¥4728. 6% +144.3 +3.9% +328.5 8.9%
Exchange rates . 2643 6% ¢ -186.4  -51% 779 -21%
Sales volumes | o+dos BT%, od +2157 +6.3% +2126 +5.9%
Price/Mix U4 3Rk 1 +94.0 +2.6% +150.1 +4.0%
Scope LA6a6e 08% . +21.0 +0.6% +43.6 +1.0%

Changes in sales by business segment

AT A A
“H1,2004 / Ql 2004 / Q2 2004 /
L H1°2003 | Q;i?g“ Q1 2003 %i 2524 Q2 2003
i (n€m n %) ) (in %)

(%)

‘Group ey 3,799.0 - "£3.9%
Passengér Car / Light Truck ]‘,84”23 T i06%
Truck 995.5 +9.0%
Other Businesses 1,187.6 +9.1%
Inter-segment eliminations -226.4 +26.1% -239.2 +28.6%
Group : Replacement Original
(in tons) v G Equipment
Totalii!" i L 0% T e7.80% . 5.50%
Passenger car {in units) 573.509% 7.10% (4.20%)
Truck (in units) P8I0 5.70% 15.50%
Other tire businesses (in tons) PU0.709% 6.40% 17.20%

Inter-segment eliminations, which are shown separately, essentially represent sales by the
Passenger Car / Light Truck and Truck businesses to the Group distribution network.

By business segments, tire markets and Michelin’s sales volumes
show the following trends:
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Net sales by region and business segment

Passenger Car / Light Truck

Net sales of the Passenger Car/Light Truck activity are up 2.9%
over the first half. The Passenger Car/Light Truck activity bene-
fited from a supportive pricing environment, the continuing
improvement of the product-mix as well as from higher sales
volumes.

In replacement,

In Europe, the replacement market is up 6.1% in the first six
months of the year. After an exceptional Ist quarter partly dri-
ven by specific price increases passed in France by most tire
manufacturers on March 1st to cover End-of-Life Tires disposal
costs, demand remained robust and continued to grow in the
2nd quarter (+6.9%). Also worth mentioning is the continuing
market growth experienced in Eastern & Central Europe
(accounting for 10% of the total European market).

The Group's category and product mixes further improved with
a strong progression of VZ and 4x4 sales. Supported by an impro- -
ved order fill rate, Michelin flag brands (Michelin, BRGoodrich ~ BFfGoodrich G-Force Proiler
and Kleber) significantly outperformed the market.

In North America, the market is up 5.3%. This, however, should be viewed in light of a
difficult 1st half 2003, marked by low consumer confidence, fuel price increases and a lag-
ging SUV tire replacement market. By tire segment, market dynamics enjoy the continued
growth of the performance segment (+17%) and the rebound of the SUV segment (+ 18%)
that has now more than absorbed the consequences of the Firestone recalls. The price
increases announced throughout the half-year by various tire makers, including Michelin,
also fuelled the growth of the ‘sell-in’ market.

The Group gained market share compared to the first half of 2003 despite some capacity
shortages in the SUV segment. Its brand mix improved significantly through a strong grow-
th of flag brand sales volumes (Michelin, BFGoodrich and Uniroyal). Price increases, passed
in February {up to 5%) and July (average 3.5%) are sticking. This is also the case in Europe.
In Asia, Michelin is growing its sales volume substantially and improves its product/mix
in line with its selective growth strategy. In China, demand remains robust, especially for
Michelin-branded products. Group sales volumes continue to enjoy double-digit growth.

In South America and the Middle-East / Africa sales are up in growing markets.

In original equipment,

In Original Equipment, in Europe, the Passenger Car / Light Truck market is up 3.3%
in the Ist half. Group sales volumes slightly underperformed the market.

In North America, the market is slightly down. Capacity constraints in some segments
which led to focusing production capacity on priority segments and markets put a break
on sales growth.
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(1) New tires = retread

Sales performance compared to the market

Passenger Car/LT .. u/Total Replacement Replacement Original
(in units) R . Market Equipment
Accrued S1 2004 e

Total 7.10% " - N/A -4.20%
Europe - 6.10% -
North America + + 5.30% -~

Other Regions

Truck

Net sales for the st half 2004 are up 9.1% compared with the same period of 2003. Higher
sales volurmes (+9.1% in tons') and better unit prices translated into a 13% increase in this
segment’s net sales excluding exchange rate variations. The volume growth is due to strong
replacement markets and booming original equipment markets.

In replacement,

In Truck, the replacement market (new tires) is up 2.8% year-on-year in Western
Europe. The market growth is mostly driven by ‘sell-in’ sales while the ‘sell-out” under-
lying demand remains more subdued. Dealers built up inventories ahead of price increases
announced by various tire makers, including Michelin. Michelin passed price increases
during the 1st quarter in France (ELT disposal legislation) and during the 2nd quarter
across the whole of Europe (average 3.5% to 4.5%). Group new tire sales posted strong
growth throughout the half-year, in line with the market.

In Replacement. in North America, the Group enjoyed a strong first half 2004 in a
buoyant market. Michelin continued to gain market share in the retread market and plans
to add some 10 new workshops to its existing North American Michelin Retread
Technologies {MRT) franchise network. MRT alsc announced the expansion of its
Covington, Ga. manufacturing facility as part of its plan to satisfy growing demand in
Michelin retreads and in a bid to continue to grow significantly its North American market
share. The price increases passed on February 1st (new tires as well as retreads) are stic-
king and an additional price increase will come into force on August 1st.

In South America, demand is robust. The original equipment truck market reached an his-
torical high. Michelin's sales volumes are up while price increases were passed across the
various countries of the zone.

In Asia, Michelin's growth was partly hampered by measures introduced by the Chinese
government to curb an economic overheating and truck overloading. As a result, a decline
in road traffic has been recorded, affecting sales of replacement tires.

In the Middle-East/Africa region, sales are up in Algeria and the Middle-East while Africa
remains plagued with economic and social issues.

In original equipment,

In Truck original equipment, in Europe, sales are up in robust markets. The trailer seg-
ment posted a recovery after a depressed year 2003 while the 8% growth observed in the
power unit segment is partly fuelled by exports towards Eastern Europe. Middle East /
Africa and Asia.

In North America, the truck original equipment market posted 33% growth versus
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the 1st first half 2003. This strong demand is chiefly due to a
need for renewal of power units and trailers after the collapse of
the market in the second half of 2000 and the dull market that
ensued for 3 years. Also, introduction of new legislation concer-
ning driver working time leads truck operators to increase the
number of trailers to offset the cost of loading and unloading time
with is paid at the same rate as driving time. Finally, freight com-
panies take advantage of the current low financing costs.

Michelin's original equipment market share is deliberately down
compared to the first half of 2003. Note that
Michelin sales of X-One Tires have grown signifi-
cantly during the period.

(1) Michelin X One is an extra-large tire that is designed m replace
twin mounted tires on both power and trailer axles. This tire was
successfully introduced in original equipment as well as in replace-
ment in North America in 2001. It is now also being introduced in
Europe through Original equipment.

Sales performance compared to the market

Truck : Total: Replacement Replacement Original
(in units) L. Market Equipment
Accrued 81 2004 ‘ L

Total S oBg0% 5.70% N/AT 1550%
Earope \ - . R
North America ++ 5.20% -
Other Regions

Other businesses

At 2.5 billion euros, other businesses’ net sales are up 13.5% compared to the first half 2003.
Note that the depreciation of the US doilar by more than 10% versus the euro is affecting
the dollar denominated net sales of this segment : Earthmover sales. Aircraft and TCI sales.
This growth rate must however be assessed in light of a change of scope, i.e. the consoli-
dation of Viborg's sales which resulted in an increase of H104 net sales.

Other Tire activities

Earthmover

In the Earthmover tire segment, the recovery visible at the end of 2003, both in the
Original Equipment and in the Replacement segments, was confirmed. On the back of firm
raw material prices, a buoyant mining sector attracting investment by the sector’'s key
players, clearly boosted the earthmover tire market.

Against this background, first half 2004 sales increased significantly in spite of the dollar's
weakness versus the euro.

"MICHELIN.

& better way forward
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Piict Power

Agricultural

Driven by the positive evolution of the agricultural
business in North America, the agricultural tire
Original Equipment and Replacement markets are well
oriented. In Europe, OFE demand is also up. However
the Western European Replacement market remained =
flat during the period and the farming industry continued to suffer in Eastern Europe.

Two Wheel

Michelin’s traditional European and North American markets are up, with sales boosted by
the commercial success of the new high performance Pilot Power tire.

Wheels

Michelin manufactures steel wheels for both new cars and new trucks.
The Original Equipment Passenger car market is down compared
the same period of 2003; Group sales are down slightly. On the other

hand, the Original Equipment Truck segment is dynamic and conse-
quently sales are up.

Tire distribution networks
TCI

Excluding the effects of currency fluctuations, TCI Net Sales are up over H1 2004 compa-
red to H1 2003. It is worth noting however that, in the US, the distribution activity is usual-
ly stronger from June to October than in the first half

Euromaster

At 2004 scope. Euromaster increased its net sales by 1.2% and was able 10 achieve gross
margin growth by focusing on its most profitable business segments, exiting the least
profitable ones as part of the execution of its recovery plan.

Travel Publications and ViaMichelin

Travel publications
In a still lack-luster environment slowly recovering from the after-
math of 9/11 but significantly impacted by the March 11 Madrid
bombing and slow European economic recovery, the travel publi-
cation segment managed to maintain its level of activity. North
American activity benefited from a pick-up in European travel by
Americans while a constant flow of new products helped the Western
European business achieve sales growth compared te H103.
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ViaMichelin's activities continued to grow substantially.
Further to last year's acquisition. the new PDA mapping and navigation
products benefited from pan-European sales operations, both with PalmOne
and Hewlett Packard, boosting ViaMichelin's turnover.

In the area of onboard navigation products, ViaMichelin
ltaunched a range of CD-Roms for Blaupunkt devices,
that are sold on line and through car dealers.

B2B sales are up. Income from the public website is sharply up,
both on the back of advertising sales and ViaMichelin product sales.

Finally, in the area of cell phone-based services, ViaMichelin is now b,
available in [taly, from Wind. In all, ViaMichelin cell-phone-based |
services are now distributed in 6 countries by 9 operators.

i N
Crovar 480 e |

Main currency changes

Over the first half of 2004, the euro continued to strengthen against the Group's main
billing currencies except against GBP.

The most significant currency changes that hit the Group concerned the US dollar, which
fell 10% against the euro.

B

Cuurency / euro : é;ﬁrgggﬂgx;cga‘ngeratéj - Average exchange rate Change
! 1st half 20041 1st half 2003 (currency / euro)
IggTUfogOLLAR USD/ EURO ) 0.81427" 0.80466 -10.0%
AGAINST CAD/ EURO L 060884 0.62324 -2.3%
THE EURO MXN/ EURO o 007280 0.08520 -14.6%
BRR/ EURO ; 0.28006 -2.0%
GBP/ EURO 148411 T 1.45820 +1.8%
JPY/ EURO 00075 e : 0.00763 -1.6%
THB/ EURO 0.02050; » 0.02128 -3.7%
xchange rate. Exchange rate Change
Cuurency / euro 1d'of period . end of period (currency / euro)
W 1sthalf2004 . - ¢ 1st half 2003

USD/ EURO 0826620 0.87340 (5-1%)
CAD/ EURO o 0Bladgiioe 0.64780 (5.2%)
MXN/ EURO B N 0.08384 (14.4%)
BRR/ EURO i 026584 0.30347 (12.4%)
GBP/ EURO 149283 000 1.44347 +3.4%
JPY/ EURO 0.00729 +4.4%
THB/ EURO 0.02075 (2.7%)
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Sales by geographical area
By geographical area
C AL A A
Q1 2004 / Q2 2004 /
H1 2003 (ﬁl 2;1?14 Ql 2003 (ﬁ 2224 Q2 2003
sy Y Gney (VI gy
Europeg\\’estem and Group 3799.0 +3.9% 40220 +8.9%
e Europe’ 21087  +69% 21170 +11.9%
United States, North America’ 1,182.3 (2.8%) 1,366.1 +51%
Canada and Mexico
Other: Rest of the world 508.0 538.9 +7.4%
Asia, South and Central
America.
Africa and the Middle East H-l 2003 % of total
(in €m)
77,3482 +100.0% -
4257 3,863.7 +52.6%
North America® 254841023 2,516.0 +34.2%
Rest of the world® 1,046.9: 968.5 +132%

North America represented only 32.6% compared to 34.2% in H! 03 following the US$

depreciation versus the Euro.

Breakdown of sales at June 30, 2004

North America
33%

-

34%

North America

Breakdown of sales at June 30, 2003
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Payroll costs and number of employees

1sthalf 2004 1sthalf2003 °orononin

| ; %
Payroll costs (in € million) b 2,537 2,530 0.3%
Excluding currency impact D ,E37 2,452 3.5%
Average number of employees 2675250 125,236 1.0%

in fully consolidated companies

The average number of people has increased from 125,236 to 126,525 due to the acquisi-
tion of Viborg (2,400 people approximately) whilst, at constant scope, it is worth noting a
further reduction in the total number of jobs.

The number of people at the end of December 2003 was 127,210

Payrol! costs are 2.537 million euros compared to 2,530 million euros at first half 2003, or
a 0.3% increase.

As a percentage of sales payroll costs decreased to 32.4% of Net Sales (compared to 34.4%
in the first half of 2003 at constant exchange rates).

Excluding currency impact & the impact of changes in the scope of consolidation, payroll
costs as a percentage of sales drop from 34.7% to 32.2% (non audited figures).

Payroll costs as % of sales
35,0%

34,5%

34,4%\
34,0% \
33,5% \
33,0%

32,5%
32,5% 32,4%
32,0%
31,5%
31,0% v v
st half 2003 End of december 2003 1st half 2004
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CONTINUED INCREASE
IN RAW MATERIAL
COSTS :+10.2% vs st
half 2003 EXCLUDING
CURRENCY IMPACT

The price of natural
rubber has posted

a 30.2% increase

in Sing$ (H1 04/ H1 03)
The price of monomers
—styrene and butadiene-
posted increases

of 31.4% and 6.3%
respectively from

one half-year to the other
and of 23% and 10%
since the beginning

of 2004.

Steel prices increased

by 15.6% in USS$.

Operating expenses

Purchases used in production

This item primarily includes energy and raw material purchases, as well as changes in
inventories.

At 2,619 million euros, this represents an increase in absolute terms of € 294 million euros
compared with the first 6 months of 2003.

At constant exchange rates, and without the impact of changes in the scope of consoclida-
tion, the increase represents € 397 million.

As a percentage of sales, purchases used in production represent 33.5% compared to 31.6%
for the first half 2003.

- the depreciation of the dollar versus the euro did not offset a further hike in raw material
costs.

- Energy costs and maritime freight costs are further up as well.

Raw materials

Group overall procurement costs of raw materials increased 3.3% in euros. Michelin North

American operations. for their part, recorded raw material procurement costs up 13.3% in
US dollars.

It is worth remembering that there is a 4 1o 6 months lag between procurement of raw
materials and their actual consumption and their inclusion in the cost of goods sold in the
company’s profit and loss.

Although they have been posting an upward trend for the past two years, it is likely that
raw material prices, especially natural rubber prices, will remain high for the foreseeable
future.

Several factors explain this structural trend:

+ The evolution of the car fleet worldwide

In 1980, the car fleet was limited to 50m cars

In 2003, the car fleet already reached 800m cars

1.6bn cars are forecasted by 2020

This substantial increase is likely to create strong pressure on raw materials related to the
production of cars and their suppliers.

» Current emerging markets growth creates pressure on world raw material demand,

* As an example, China today accounts for 8% of world oil consumption, up 14% on 2003,
19% of the world natural rubber consumption, 19% of synthetic rubber, etc.

Concerning oil derivatives, there are few and low profitable players and there is a lack of
capacity for some oil derivatives due to a lack of crackers worldwide, especially in emer-
ging markets. Since Monomers such as Styrene & butadiene are much more sensitive to
supply & demand than to crude oil prices, the unbalance in supply and demand seems
unlikely to correct soon. eg: the butadiene market price has been stable in the recent past
before starting to rise in the Znd quarter.
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As far as steel is concerned markets are regional cnes and the industry is fairly concen-
trated. In Europe, for instance, there are two large main players with a limited production
capacity. As a consequence, steel prices may remain structurally high in Europe for the
foreseeable future.

Breakdown of raw materials consumed by Michelin in finished
tire production (as of June 30, 2004)

- Textile and steel
“cords’

L 18%

/ Chiemicals *

,11%%'

Carbon blacks

26%

Comparative evolution of oil, monomer and natural rubber prices
(base 100 = Jan. 2002)
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| PROCUREMENT In Euros/Kg
CONSUMPTION

1

- .r! \ /
Y /! Y it
./ v {17 IN_"" 2004
N

Purchase prices Average 04/03
2003 +14.7% (e)
Average 04/00
+38.3% (e)

Purchase prices Average 03/02

+21%
Consumption Average (04/03
+15.4% (e}
Consumption Average 03/02 Average 04/00
+ 20.9% +30.9% {e)

R T T R P I o e T P e TR T T T T Y R R T )

All the above mentioned factors led Michelin to believe that raw material prices should
structurally remain at high levels in the coming years.

Change in inventories

including
Change increase/decrease in  including change
(06.30 / 06.30) average price of in exchange rates
inventories
. Ischalf isthalf | isihal . 15t halft st half wdsthalf  1sthalf |
Inn € milfion 2004 2003 004 L2003 2004 1st half 2003 5004 2003
Net inventories 3,047 3071 24 70) +227 (211)
including nct bt ;
finished produce 2,057 2122 i .(63) #6) oo#28

inventories

The seasonal nature of the tire business leads to a build up of finished products inventories
in the first half of the year mainly in anticipation of the winter tire season and the 2nd half
peak in demand for truck tires before destocking in the second half.

In this respect, the first half of 2004 is typical, as inventories post a € 278 million increase
(€322 million excluding exchange rate effects) versus end 2003.

Compared to the first half 2003, which is a better comparison due to the business cycle.
inventories post a €24 million decrease (€70 million excluding exchange rate effects).
The year-on-year reduction from 20.9% (21.2% at constant exchange rates) 1o 19.5% of Group
net inventories as a percentage of sales at June 30, 2004, is the outcome of a combination of
strong demand and better stock management.
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This year-on-year decrease mechanically pushed operating margin down in the first half
2004, and will disappear in the course of the second half 2004,

Aggregate change in finished product inventories
(in tons)

1999 2000 2001 2002 2003|2004

J MM ) SN ITMM ] SNIMMIJI SN IMMISNILIMMISNIMM

Other operating expenses

(in € million) .~ Ist'half 2004 . 1st half 2003 Variation
Other operating expenses 1,681 - 1,590 +5.8%
Excluding currency effects  #93%ut

Other operating expenses are up 5.8%, at € 1 681 million. As a percentage of sales they are

ATIN . .
S;’?f;fsgg’“ NG down -0.1 points to 21.5% from 21.6% the previous year (21.7% excluding exchange rate

effects).
Outside service providers,
rentals. maintenance and Although other operating expenses are currently stabilizing, two important factors need to
repair. insurance premiums, be taken into account:
training expenses, expenses ’
for advertising and commu-

o acveriemg foC s« The European end-of-life tire management regulation entered into force in France at the
nications. wansportation of

goods. travel expenses, bad start of 2004. The recycling costs are borne by Aliapur. a dedicated structure jointy
debts write-offs and various . . . . . .

general adminisiration controlled by the 7 tire manufacturers operating in France. Aliapur then bills these costs
oxpenses. to the tire producers. Conseguently, Michelin bears an additional €20 million extra expen-

se when compared to H12003. These additional costs incurred by the Group are covered
by the March 1 st tariff increase in France {which is reflected in the Group's net sales).

+ The consolidation of Viborg. a distribution company, translates into additional operating
expenses.
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Hevyeling end-ofiile Hres

i

Rate of end-of-life tire recycling
(as a percentage of total volume)

Europe* United States

100

80

60 21
R RT
20 12
oL i3

01 | 02

Dumped and unreported
= Energy recovery

G Material recovery

Z Exportation - Reuse
Retreading in the zone

= Austria, Belgium, Denrmark, Finland, Frarce, Germany, Greece, Hungary,
{taly, the Netherlands, Paland, Portugal, Spain, Sweden, Switzerland,
United Kingdom.

End-of-life tire management systems
and frameworks at the end of 2003 worldwide

In Europe, Michelin facititates the BLIC workgroup on end-of-life
tires, Within BLIC in 2003, we have pursued our efforts to
implement in each European country:

- a workgroup of manufacturers,

- an operational framework for end-of-life tire management,

- upstream financing, authorized by the Government.

At year end, Europe had six countries with operational framework
for end-of-life tire management. Michelin is a founding member
for each of these frameworks.

In Europe :

0 Unregulated market

3 Existing system of producer
responsibility (collective
processing with upstream
financing system)

{3 Beginning of producer
responsibility system
in 2004

& Liberal system

0 Parafiscal tax

T Producer responsibility
with parafiscal tax

Producer respansibility
being planned

s Operational framework
5 forend-of-life
¥ tire management

in the rest of the worid:

Brazil, Nigeria, South Africa: praducer responsibility

United States: environmantal fee in 32 states, liberal system in 12 states
Japan and Austratia: fibeval systern

China and Turkey: regulations being prepared

Qthers: na regulations
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Depreciation and amortization

(in € million) " 1sthalf 2004 1st half 2003 Variation
Depreciation and amortization 401 s 408 (1.8%)
Excluding currency effects k6%

Excluding the effect of exchange rates, this item is up 1.6% compared to the first half of 2003.

As a % of sales, depreciation and amortization represent 5.1% versus 5.6% for the first
half of 2003.

Capital expenditure represents 6.5% of net sales.

Operating income

T odsthalf 2008 Tst half 2003
: : ChEe 20047 s
i %.of sales 2003( o € million % of sales
Operating income S e 8. 090 20.1% : 578.3 7.9%

In a first half of contrasts, marked by growing tire markets but also by a conti-
nuing rise in raw material costs, Michelin improves its operating margin by one
percentage point from 7.9% to 8.9%. In the current scope, operating income amounted
to €694.8 million, up 20.1% compared to the first half 2003. At constant exchange rates, the
operating income is up 24.5%

Operating income is up since Michelin achieved a better valorization of its products and
kept its internal costs under strict control.

This one percentage point operating margin gain was due to a combination of factors:

- Surge in sales volumes compared to 2003.

This surge was particularly strong in the original equipment market of industrial products
(truck, earthmoving, agricultural) and in the Passenger Car /Light Truck replacement mar-
kets. This high level of activity had a positive effect in terms of absorption of fixed costs.
- Markedly negative impact of raw material consumption costs.

Indeed, in the first half, the Group has suffered frorm the further hike in raw material
consumption costs. This is due to the classical time lag of about 4 to 6 months, between the
purchase of the raw materials (the cost of which rose during the second half-year 2003)
and their actual consumption in the production process. The extra raw material energy and
freight cost impact on operating profit is an estimated €210 M versus the first half of 2003.
In addition to raw materials, it is worth mentioning that the tire industry continues to be
faced with external inflationary pressures such as energy and transportation costs.

- Continuing and tangible improvement in average unit price and in the mix.

This improvernent in the price / mix was supported by successful price increases intro-
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duced in all tire markets and regions and by regular sales mix improvements, especially in
Passenger Car / Light Truck.

- Further productivity gains.

Productivity gains, strict cost controls and the positive effects of restructuring measures
taken in recent vears limited the impact of the surge in external costs.

Factors contributing to changes
in operating margin

H1 2003

o
Margin 9%

Currencies -0,2%|

Price mix . 2.7%
1.4 pt
Raw materials, 2. 8%
transport and energy ~4/9 /0
1pt
Productivity "] 1%

Op. margin
excl, Scogpe i 9,3%
Perimeter -0,4% l

H1 2004

Margin 9% =

Operating income by business segment

Michelin has three reporting segments, corresponding to product lines and reflecting the
internal management sttucture:

+ Tires for Passenger Cars and Light Trucks

This business segment develops, produces and sells tires for passenger cars and light trucks
as well as for competition vehicles across the globe.

* Truck tires

The Truck tire segment develops, produces and sells on a worldwide scale tires for trucks
weighing over 6 tons.
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* Other businesses
This segment brings together the remainder of the Group’s businesses.

Specialty tires, Euromaster & TCI distribution networks, wheel manufacturing, maps &
guides, ViaMichelin.

L. Operating margin
Operating income (% of sales)

st half 2004 1st half 2003 H12004 /7 dsthalf 1t half

i kR H12003 - 2004 2003

€ m(illi,orl’,’ % oftotal | €million % of total
Passenger Car / | il i

Light Truck 339 +14.8% : 10.4% 9.3%
Truck 248 43.0% +16.8% | 14.0% 13.1%
Other Businesses (10) (1.7%) (257.5%) = 0.6% (0.4%)

Group Total 578 100.0% +20.1% © 8.9% 7.9%

r 1

Analysis of Operating Income in the Passenger Car / Light Truck Segment

At 10.4%. the operating margin has reached its highest level ever. The rising cost of raw
materials and the North American market competitive environment have been more than
absorbed by the following positive factors:

- Price increases
- Efficient cost containment

- Further improvement of the product-mix with a robust progression of high performance
and SUV tire sales and of the market-mix with stronger replacement sales

- Market share gains of the Group's flag brands, particularly the Michelin brand in North
America, Asia and Europe.

Analysis of Operating Income in the Truck Segment

At 14.0%, operating margin is 0.9 percentage point above its 1st half 2003 level. This pro-
gress is the combined result of:

+ on the positive side:

- a 9.1% growth in sales volumes

- a high level of activity and consequently a high capacity utilisation rate of Michelin facilities
- strict cost control

- timely price increases in anticipation of raw rmaterial increases passed in all tire markets.
+* on the negative side:

- an unfavorable Original/Replacement market mix.

- Poor order fill rate, in particular in selected sizes on the replacement market.

- rising consumption costs of raw materials, particularly natural rubber and steel.
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14,0%
131% i
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PASSENGER CAR / LIGHT TRUCK TRUCK QOTHER ACTIVITIES GROUP

Other businesses:

Analysis of operating income from Other Businesses

At +0.6%, the operating margin of the other businesses gains 1 percentage point at current
scope compared to June 30, 2003. This economic performance is all the more noteworthy
as the 2003 comparison base is unfavorable In 2004. This business segment includes the
former Viborg distribution activities that weigh on Euromaster’s profitability. At 2004
scope, the improvemernt of the operating margin of the other businesses is well above one
percentage point.

This segment includes
other tire businesses
(for earthmovers,
agricultural machines,

bicycles and motor- Progress is observed across all the businesses of this reporting segment. In a context of sup-
cycles and aircraft); portive markets. the speciality tire division took full advantage of its restructuring efforts
maps and guides and and its successful price increases.

ViaMichelin;

distribution businesses

and tire services in both ) ) . . . .
In spite of the rise of raw material prices and the currency effect. the operating margin
Europe (Euromaster)

and North America improves substantially versus the same period of 2003, owing in particular to firm prices
(Tire Centers LLC (TCI); and cost control. Prospects for the 2nd half-year are well oriented on the back of price rises
effective July, 1.

Earthmover

suspension systems,
wheels and fitments.
Agricultural
Margin improves owing to the volume effect and in spite of the rise in raw material prices.
prospects for the 2nd year-half are brighter than 2003, which had been adversely hit by the
heat wave in Europe.

Two Wheel _
Margin improves sharply, benefiting from the combined effect of higher sales, stricter
control of prices and cost cuts versus 2003. Prospects for the 2nd year-half are good.

Fge c”El.l”
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{2) Comparisons are based on
an estimated pro-forma st
half 2003 - Euromaster +
Viborg. Non audited figures

For the purpose of this
presentation, "cost of
sales” includes supply-
chain management
costs and R&D costs.

Operating income is
stated after employee
benefit costs.

Aircraft
Margins are squeezed by raw material prices. Prospects for the 2nd year-half are in line
with first half trends.

Wheels

Steel prices take their toll on profits. Margin, however, improves on the back of reorgani-
zation measures carried out in 2003 and which are proceeding according to plan. The
second year-half will continue to be affected by the continued rise of steel prices.

Distribution

The Euromaster European tire distribution network has fully integrated the Viborg net-
work. Although some problems remain in the UK due to a competitive environment, good
performances can be noticed in Spain, France and a profitability improvement in
Germany. Euromaster’s recovery and restructuring program are on track. At 2004 scope
compared with estimated pro-forrna 1st half of 2003 (unaudited figures integrating Viborg),
Euromaster cut its operating expenses by 5% and divided by three its operating losses. One
has also to bear in mind that tire distribution profitability in Northern Europe, where the
Viborg network was mostly concentrated, is limited in the Ist part of the year due to the
seasonal pattern of the business

Via Michelin
The development of ViaMichelin continued and breakeven should be reached in the
coming years according to plan.

Maps and guides
Restructuring measures and strict control of costs contribute to an improvement in the
maps and guides operating margin.

Operating income by function

(in € million) © 1sthalf 20047777 % of sales 1st half 2003 % of sales
Net sales 7,821:0 S 100% ¢ 7,348.2 100%
Cost of sales et ErR% L 5,142.3 70.0%
Gross margin L 322% ; 22059 30.0%
Sellirl1gl, gen.eral and ‘23.3% 16276

administrative expenses o :

Operating income | o .. 89% 578.3 7.9%
Net income © 3289 42% : 165.5 2.3%

Gross margin represents 32.4% versus 30.0% in HI 2003.

SG&A expenses represent 23.3% versus 22.1% in H1 2003. This results from the integra-
tion of Viborg, as the latter records gross margin and SG&A expenses above Group levels
as a percentage of sales.
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Profit and loss by function

(in € million) 06/30/2004"" 06/30/2003 12/31/2003
Net sales T 7;820,980 4 7,348,220 15,369,820
Cost of sales © 75,302,265 l 5,142,345 10,559,026
Gross margin 2,518,715 % 2,205,875 4,810,794
Selling, general and administrative expenses 1,823,895 % 1,627,578 3,667,722
Total operating expenses . 7128160 ¢ 6,769,923 14,226,748
Operating income 694,821 | 578,297 1,143,072
Interest income and expense (103,853) - (94,072) (224,887)
Operating income from ordinary activities © . 590968 ' 484,225 918,185
Net non-recurring income and expense {53,329). (178,613) 18,679
fncome tax (194.328) 7 (120,096) (261,435)
Net income of fully-consolidated companies ; 343,310 i 185,516 675,429
Incqme (losses) from companies accounted for by the - - 776 : (4,907) (8,750)
equity method 4

Amortization of goodwill © . (15,148) (15,106) (337,817)
Net income before minority interests 73289400 0 165,503 328,862
Net income . 318853 157526 317,532

Financial Result — Interest income
and expense

(in € million) 1st half 2004 ' 1st half 2003
Interest income and expense i Y(85.0) ; (92.1)
Exchange gains and losses ST 10.0) i 0.7
Amortization and net movements in allowances . (8.9} ! (1.3)
Total £(103.9) 2 (94.1)

Net interest expense decreased by 10% compared with H1 2003.
Net debt has increased by €237m reaching € 3,677.4m compared to €3,439.9 at the end of 2003.
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(1) The impact of the capital
increase effective on June 30,
2003 as part of the second
phase of the employee share-
holder plan (1,404,300 shares)
and the CFM/CGEM squecze-
out (189,995 shares) has not
been taken inw accour for
the calculation of the weighted
average number of shares at
June 30, 2003.

(2) After taking into account
the impact of the capital
increases carried out on July
4, 2003 as part of the second
phase of the Employee
Shareholder plan (1,404,300
shares) and the squeeze ot
on CFM/CGEM (189.995
shares).

Non-recurring items

(in € million) 1st half 2004 1st half 2003
Net gains / losses on disposals of fixed assets 8.5 13.5
Restructuring measures 66.3) (158.9)
Other non-recurring items 6.5 (33.2)
Non-recurring items, net (53.3) (178.6)

In the first 6 months of 2004, the Group reported a non-recurring loss of € 53.3 million compa-
red with a non-recurring loss of € 178 million for the 6 months period ended June 30th 2003

Restructuring rmeasures account for a non- recurring loss of € 66.3 million, of which:
- a provision for the progressive early retirement plan in France (€ 21.3 million)

- a provision following the Trier (Germany) Steel cord plant restructuring plan announcemen.

Income tax

Income tax amounted to € 194.3 million against 120 million compared to June 30, 2003
and € 116.5 million at constant exchange rates.

The Group’s average apparent tax rate is 37.3% at June 30, 2004 compared to 42.1 % in H1 2003.

The improvement of the apparent tax rate results from a better balance between loss-
making and profit-making operations in H1 2004 compared to H1 2003.

Consolidated net income
and net earnings per share

+-06/30/2004.: -, 06/30/2003 Variatio
Net mcgrpe before minority interests b 3‘2'&9 g 165.5 +08.8%
(in € million) c o ;
Net income 318.9 i 157.5 +102.49
Net earnings per share (in euros) 2,22 v 1.11
Net diluted earnings per share (in euros) 2.22 1.11

Weighted average number of ordinary shares 1433870257 . 1 141792730

Weighted average number of ordinary shares after

eis 143,458,261 .0 0
dilution i g |
Treasury stock recorded under short-term 40'72&” 1263202
investments S
Shares cancelled during the year S0, 0

Consolidated net income amounted to € 328.9 million, an increase of 98.8% versus the
same period of 2003.

Group share is €318 .9million.
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Pensions and other post-retirement
benefits

In € million ( average price)
* Non audited figures WJune-047 -+ 2003 2002 2001
Total cash payments 7180.377 3574 541.9 268.7
Payments for externalised o vl
Payments  obligations

133.9 346.9 78.5

Payments to pension funds : ;
managed on behalf of Group ©09750 . 2235 195.0 190.2
employees and retirees

A detailed presentation of both the accounting & financial principles along with the
amounts of deferred benefits are published in the 2003 Annual Report. The document is
available on request and can be downloaded from the Group's web site at;
www Michelin. com/invesiorsrelations
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idated earnings

Half 2004 consol

st

Comments on the consolidated balance sheet
The consolidated financial statements have been prepared in accordance with generally accepted
French accounting principles, including standard CRC 99-02 published by the Comité de la

Réglementation Comptable dealing with consclidated financial staterments.
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Property, plant and equipment and intangible assets

(in € million) wi:June 30,2004 | Dec. 31, 2003 June 30, 2003
Property, plant & equipment and o
intangible assets, net

sggy 5,827 5,686

including property, plant & equipment v, 4, 5,694 ! 5,663 5,548

Capital expenditure

Additions to property, plant and equipment and intangible assets totaled € 387 million
compared to € 401 million for the same period in 2003.

Since the Group's objectives and industrial policy involve investing more than 1 billion
euros over the full year 2004, investment is expected to increase in the second half.
Excluding routine spending on plant and equipment (40% of total spending, including

molds), the main capital expenditure projects concerned capacity increase in Shenyang
& Shanghai (China), Thailand, Davydovo in Russia and Zalau (Rumania).

Financial investment

In the course of the first half 2004, the Michelin Group invested a total of € 65 million.
This chiefly involved acquisition of minority stakes:

* 10% stake in the leading Indonesian tire manufacturer Gajah Tunggal.

+ 14.9% stake in the Indian truck tire leader Apollo tyre.

* And setting of the Michelin Apollo Tyres JV in India, 51% held by Michelin

Under the partnership agreements Michelin signed with both these above mentioned com-
panies.

Working Capital Requirement

WCR is down 69 million euros compared to June 30, 2003. This represents a -1.4% decrease,
-3.6% at constant exchange rates.

Changes compared to June 30, 2003 are summarized below:

(in € million) June 30,2004 June 30, 2003 Variation Cfé:;cy Movement
Inventories 3,071 24 (70) 46
Trade receivables 3,074 122 (50) 172
(Trade payables) (1,289) (167) 14 (181)
Operating working capital W 47870 4,856 (69) (106) 37

At current exchange rates, Group working capital requirements decreased to 30.6% of net
sales from 33.0% as at June 30, 2003 (33.5% at constant exchange rates).

However, this decrease is more significant at constant scope as Viborg was not consolida-
ted at June 30, 2003.
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Inventories

. i ) includin: includin
(In €'m1111011? ‘ June"Sy();:yZOOfo June 30, 2003 Variation currencf movememgfor
Net inventories :

effect the year

Raw materials, semi-
finished products and 950 4] (25) 66
other supplies
Finished products 2,122 (65) (46) (19)
Net inventories Lini3i047 0 3,071 (24) (70) 46

in the tire industry, the first six months of the year is traditionally a period when invento-
ries are being built up for the winter season, as well as for a peak of demand (especially of
truck tires) during the second half.

However, despite high raw material costs, the low level of inventories at the end of June 2004
is explained by strong market demand and a continuous improvement of the supply chain.
Note that Viborg inventories were not consolidated at June 30, 2003.

At current exchange rates, inventories are down to 19.5% of net sales from 20.9% a year
ago. At constant exchange rates, inventories are down from 22.2% a year ago to 19.5%.
Despite the higher cost of raw materials, the increase in raw material, semi-finished pro-
duct and other supplies inventories was capped to € 41 million, of which € 25 million
owing to the impact of exchange rates.

Trade receivables

At € 3,196 million, trade receivables are up € 122 million compared to June 30, 2003.

At constant exchange rates. receivables decreased from 21.3% of net sales for the first half
2003 to 20.4% for the first half 2004.

As a percentage of sales, the decrease due to better receivables management is even more
substantial, as Viborg receivables were not consolidated at June 30, 2003.

In accordance with French consolidated accounts principles, all securitizations, which are
part of Michelin's routine financing transactions, are fully consolidated in the balance sheet.

Stockholders’ equity

Stockholders’ equity is up 4.6% compared to December 31, 2003. Excluding exchange rate
variations, the increase would represent +3.2%.

Dividends paid during the first half 2004 amount to €181 million. The net equity increase
amounts to € 205 million.

Changes in stockholders’ equity and minerity interests (in millions of euros).
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Common Paid-in Retained Cumul.  Netincome]  Stock- Minority ©  Total
stock capital in  earnings Translation holders' interests -
excess of adjust. equity
par .

: At December 31, 2002 w284 L8O 28538, B8 <881 .- 4329, 173 4,502
Issuance of shares 0 5 5 0 . 5
Employee Share Ownership Plan 3 28 -10 21 0 21
Dividends paid -170 -170 -11 o +180
{prroprlatlon of undistributed 399 12 411 0 0 : 0
income ;
2003 net income 318 318 11 [ 329
Translation adjustment and other -12 -163 175 -83 1)
TAt December 31, 2003 287 7 L840 . 29150 . -1,03Z 318 4327 82 4,409
Issuance of shares 0 0 0
Employee Share Ownership Plan 0 0 0
Dividends paid -177 -177 -5 : -181
fxpproprlauon of undistributed 107 141 o 0 : o
income
1st half 2004 net income 319 319 10 : 329
Translation adjustment and other 0 62 62 -4 58
" At June 30, 2004 287 1,840 0 v 30237 -970 319 4531 83 4,614

* This €1bn bond issue is
part of the €1 .5bn issued
in April of 2002 in two
tranches: a 7-year €ibn
and a 10-year €500 million
tranche.

*~Eurofit is jointy control-
led, owned and operated
by Michelin and
Continental AG.

Long and short-term debt

At € 3,677 million, Group net debt was slightly up compared to December 31, 2003 (€ 3,440
million). Excluding the effect of changes in exchange rates and scope of consolidation, the
increase was € 154 million or 4.5%. This increase is partly due to the increased Working
Capital requirements stemming from inventory accumulation during the first half.

The Group's net debt at June 30, 2004 breaks down as follows by maturity:

Total < 1 year 1 to 5 years > 5 years
At June 30, 2003 10010% 000 28.9% 20.6% 41.5%
At June 30,2004 00.0% - 7e3% ©604% 30.4%

Compared to June 30 2003, net debr is down € 248 million.

The long-term undrawn, confirmed credit lines have decreased.

The split between debt in excess of 5 years and | to 5 year debt has been significantly modi-
fied as the € 1bn Michelin Luxembourg* bonds have moved from the +5 years section to
the 1 to 5 years section (these bonds fall due on April 16, 2009)

The duration of the debt has increased slightly from 6.0 years to 6.2 years. Compared to
December. the long term debt for Eurofit®* is no longer included as the companies are now
consolidated by the equity method.

(in € million) 7 June 30, 20047 June 30, 2003
Total long and short-term debt ; 5,068 B 4,984
Portion due in more than one year ; 3,33_7_ e 2,790
Portion due in less than one year ' ' 1731 2,194
Cash and cash equivalents ‘ 1,390 1,059
; . 4] 0]
Long-term undrawn, confirmed lines of credit 2:687 2,925
Including subordinated credit lines : 748 .. 939
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Ratings

In April and June 2004 respectively, the financial rating agencies Moody's and Standard &
Poor’s both confirmed the long term and short term ratings of Compagnie Générale des
Etablissements Michelin and Compagnie Financiere Michelin,

[Ratings: " el e GGEME T T M CRM e

Moody's long term Baa2=* Baal**
short term P-2 P-2

S&P long term BBB+* BBB+* * With negative outlnok
short term A/2 A/2 *= With siable outlook

Moody's rates CGEM's junior subordinated loan issued on December 2003 Baa3.
S&P rates CGEM's senior unsecured debt BBB and CGEM's junior subordinated debt BBB-.

Net debt-to-equity ratio

The Group's net debt-to-equity ratio at June 30, 2004 stood at 0.80.

The Group monitors its Ebitda/Net debt ratio, which provides it with a dynamic view of its
debt. At June 30, 2004, the Ebitda/Net debt ratio stood at 59.3%

| June 30,2004 © Dec. 31,2003  June 30, 2003

Net debt (in € million) B 3,877 3,440 3,925
shareholders' equity (in € million) L4615 4,409 4,413
Net debt-to-equity ratio 2080 0.78 0.89
Ebitda ) / Net debt ratio C59.3% - 57.9% 52.3%

(*) including provision reversals

Change in net debt at comparable scope of consolidation and at constant exchange rate
Change in net debt

Decrease in cash & cash equivalents 383
Currency effect 22
Effect of changes in Group structure (12)
Decrease in cash & cash equivalents 393
Decrease in debt (184)
Change in accrued interest payable and other (27)
Increase in net debt

(at constant exchange rates and at comparable Group structure) 182

Net debr increased by €182 million at constant exchange rates and at comparable scope of consolidation.
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Cash flow

At 9.8% of sales and €766 million, operating cash flow is significantly above the industry
average.

Uses of funds % of sales Sources of funds : . % of sales
Net capital expenditure 451 6% iCash flow ; 766 (10%
Dividends paid 181 2% JIncrease in shareholders’ equity 8 0%
Decrease in debt 184 2% ‘Decrease in cash & cash equivalents 393 5%
Increase in working capital 266 3%
Other 84 1% [ o

1,167 15% B T e 1,167 15%

Free cash flow =

cash flow from operating
activities - cash flow from
investing activites.,

.Compared to 2003, operating cash flow reached EUR 766 million, increasing 3.8%.

Free cash flow

(in € million) 2003 1st half 2003
Cash flow 1,407 738
Change in operating working capital 135 (391)
Net cash used by investing activities (1,243) (720)
Free cash flow > 299 (372)

At June 30 2004, the Group's free cash flow is slightly negative by ~-EUR23 million, which
represents a significant improvement compared to June 30, 2003.

+ In 2003, the Group took over certain third party loans from Viborg

» Compared to December, 31. 2003 free cash flow is down but the normal seasonal pattern
in inventories accounts for higher inventory in the first half than in the second half.

June 30, 03 June 30, 04

738 766

+112M €
-23
i
-195
:Free tash flow Firancial investrents
# Copex B Operating cash flow
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Ten-year key figures and ratios
Wfﬁ i 1999
(In EUR millions) o 2002 2001 2000
S proforma
Sales o 153700 15845 15773 15396 13763
% change (18%). (0.8%) 2.5% 11.9% 10.2%
Average number of employees 1272100 126285 127467 128122 130,434
Payroll costs 4,997 5152 5.242 5137 4,756
% of sales 325% 30.9% 33.2% 33.4% 34.6%
EBITDA (1) 1,982 1978 2,091 2,170 2,121
Operating income 1,143 ‘ 1.225 1,040 1,162 1,207
Opetating margin (2) 74% 7.8% 6.6% 7.6% 8.8%
Net interest experise (525] {260) (321) (314 (238)
Non-recurring items. net w19 75 (29) (76) (353)
Including restructuring costs {17) (340) (67) (388)
Income before tax 997 644 729 538
Income tax rate (382) (330) (290) (213)
Effective tax rate 38.3% 31.2% 39.9% 39.7%
Net income including minority interests 614 314 438 325
Net margin 3.9% 2.0% 2.8% 2.4%
Dividends (3) 13 105 93 87
Net cash provided by operating activities (4) 1,534 1,263 1017 1,014
Cash flow (5) 1225 1,323 1,416 1,547
% of sales 1.8% 8.4% 9.2% 11.2%
Capital expendiwre (6) 967 1,150 1.201 1,252
% of sales 6.2% 7.3% 7.8% 9.1%
Capital expenditure, net of disposals 809 1.089 1,091 1,003
Acquisitions of investments, net of disposals 62 (184) 166 255
Research and development costs 704 702 645 589
% ofsales_ 4.5% 4.4% 4.2% 4.3%
Net debt (1) N NA NA NA
Average borrowing costs 6.2% 6.1% 6.5% 9.4%
Shareholders'equity including minority interests (8) 4,502 4,326 155 3,838
Debr-to-equity ratio NA NA NA NA
Net debt + securizations (9) 3818 4,881 4,926 4329
Debt-to-equity ratio including securization 85% 113% 119% 3%
EBITDA / Net debt 51.8% 41% 43% 47.2%
Net cash provided by operating activities/Net debt 40.2% 30.6% 20.7% 23.4%
Interest expense (10) 273 KN 324 419
Interest cover (Operating income/interest expense) 45 3.3 36 2.9
Free cash flow {11) 637 309 (241) {300)
EOE (12) 13.4% 7.4% 10.4% 3%
Target Economic Profit (13) 9.8% 10.1% 11.4% 11.2%
Actual Economic Profit (14) 9.5% 6.8% 3.3% 5.3%
Per share data
Net assets per share (15) 302 305 297 285 26.2
Basic earnings per share, as published (16) 297 4.28 2.20 2.96 2.10
Diluted earnings per share, as published {17) 2, 4.28 2.20 2.96 2.10
B/E (18) 16! 8 17 13 19
Net dividend per share GND: o 0.93% 0.85 0.80 0.7
Pay-out rate {19) ‘ND | 21.73%** 38.6% 271.0% 34.2%
Net dividend yield (20) ND ' 2.83%"* 2.3% 2.3% 1.7%
Capital turnover rate (21) A427%°  142.7% 108.3% 96.6% 104.7%
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1999  1998*  1997*  1996* 1995*  1994*
13763 12485 12140 10861 10078  10.248
102%  28%  1L9%  78% (L% 62%
130434 127241 123254 119,780 114397 117.776
4684 4350 410 3786 3698 3870
0% 349%  338%  349%  367%  37.8%
2138 1875 1869 1742 1474 1365
1233 1073 1094 1060 89 725
00%  86%  90%  98%  B&%  TI%
245 Q) (29 @14 @8 (279)
(353) 4 0 (29 @
(66) {100) (119) (67) 76) (164
57 881 866 o8l 60l 3l
G749 @08 (239 Qo) (50 (43
672%  349%  276%  303% 249%  408%
182 574 67 44 451 208
13%  46%  52%  4d%  45%  20%
g7 13 12 % 57 06
o 100 380 Lo
1548 1246 1284 1274 664 B8
11.2% 10% 10.6% 1.7% 6.6% 6.7%
1252 1.74 9% 80 567 397
91%  94%  82%  T4%  56%  39%
1000 1030 86 484 455 216
ND  ND  ND  ND  ND ND
NC NC  NC NC NG NC
NA NA NA NA  NA  NA
3.798 2,752 2,564 3,480 3,994 4311
9.4% 12.7% 13.6% 109%  10.1% 11.5%
1294 4208 3955 265 1974 1439
88%  65%  65%  131%  202%  300%
44T 3274 3121 3800 4256 455
4% T8%  79%  143%  216%  317%
8% 5T2%  599%  458% 346%  30%
1% 9% 442%  272%  NA  NA
49 416 425 415 430 525
29 26 26 26 20 14
O S
3.9% 13.7% 16.2% 189%  23.6% 14. i
T s e NN
53% 105% 120%  ND  ND  ND
25 283 268 203 156 123
ND ND ND ND ND  ND
ND ND ND ND ND  ND
NA ONA NA NA NA NA
071 064 058 030 042 03
626% 164%  126%  134% 1% 188%
1.7% 1.4% 1.1% 1.4% 1.3% 1%
1047% 1023% 1061%  B6.2% 741%  874%

. EBITDA: earnings before interest, tax, depreciation: and amortization

N

. Dperating margin: aperating income as a % of net sales

wa

Dividends distributed during the year. For years prior to 1999, the amount shown corresponds o toial amounts
diswributed during the year.

.

Net cash provided by operating activitics: cash flow + change in working capizal

o

Cash flow: net income befors minarity inierests + depreciation, amortization and charges to allowances for
impairment in value of fived assets - changes in provisions and deferred txes -/ + net gains/losses on disposals
of assets,

=

. 10 2001, excluding external growth transactions (SMW, €167 million).

-~

. Net debt: Jong and short-term debt - cash and cash equivalents

o

.S}"arf halders' equity including minority interests: Common stock + paid-in capital in excess of par + retained
s + nielincome + minarity interests,

9.

cnrizization: sales of trade receivables. In cases where the receivables are sold to special purpose enrities in
which Michelin holds an equity interest. ths special purpose entity is consolidated in accordance with the accoun
iing standards applicable since January 1, 2000,

0. Interest expense: borrowing cnsts for the year
11. Free cash flow: cash flow - change it working capital - net capital expenditure
12. ROE: ner income / sharehoiders” equity.

13, Target RAROC: calculated cost of debt and economic capital expressed as z percentage of capital employed The
Group uses the Free: Cash Flow to Economic Capital method w0 measure vatue creation. This method cansists of
aftocaing a portion of economic capital and debt to each asset, based on the level of risk associated with the

sset, Cost of econonic capital: 15% hased on euro interest rate and premium o reflect different interest rates

and risk levels outside the earo-zone = average cost 156% in 2001

14. Actual RAROC: Net income hefore interest expense expressed as a percenitage of capital employed {sec above}
15. Net assats per share: net assets/ number of shares outstanding a: December 31

16. Basic earnings per share: net income / weighted average number of shares oustanding during the year + own
shares - shares canceled during the year.

17. Diluzed earnings per share: carnings per share adjusted for the effect on net income and cn the weighted ave:
rage number of shares of the exercise of outstanding ditutive instruments.

18, P/E: Share price at December 31 / earnings per share.

19. Pav-out rate: nex dividend / earnings per share,

20. Net dividend yield: net dividend / share price at December 3!

21. Capital rnover: number of shares raded during the vear / average number of shares outstarding during the year.
N.A.: not applicable

N.AV.: not available

N.D.: not disclosed

" Former accounting standards

“* Based on recommended dividend

MICHELIN

ol
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Stock market data

The Michelin share

* Premier Marché de Paris Euronext
Service a Reglement Différé
* Euroclear code 12 126 code ISIN FR0O000121261
+ Indices and weight in the indices at June 30, 2004:
CAC 40 : 1,1%
Euronext 100 : 0,48%
* Par value : 2 €
+ Transaction unit : 1
+ Average daily traded volume : 949,225
» Market capitalization at 06/30/2004 : 6.516 billion euros

Number of shares and shareownership

. Treasury stock % treasury
' of s /. eld by, CGEM - stock
31/12/2000 134 715 873 3 853675 2,9%
31/12/2001 134 715 873 4 140 457 3,1%
31/12/2002 141 792 730 1263 202 0.9%
31/12/2003 143 387 025 1 263 202 0.9%
30/06/2004 143 387 025 40 728 0.0%

e d

// F idual
j, Other 1; Other shareholders
H foreign ;  foreign
institutions Parsonnel H institutions
! 2% P30 %
Treasury stock 3
4 0% 7 1 ..4 Personnel
Y b 7 o19%
\x %

\

Michelin shareholder ownership structure Breakdown of Michelin voting rights
as of December 30, 2004 as of December 30, 2004
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Published net earnings per share

I'st:half. 2004 2003 1st half 2003 2002 2001
(in euros) N 2.23 1.11 4.28 2.20

Net dividend per share (in euros)

2002 2001 2000 1999+ 1998**
0,93 0.85 0,80 0,71 0.64

*Proforma
**Farmer accounting standards

Monthly traded volumes

In euros H1 2004, 2003 2002 2001 2000 1999
Last trading day of period (closing price) - —4545 36.38 32.86 37.05 38.55 39.00
Year-on-year change ":s- 2419% + 10.7% -11.3% -3.9% -1.2% + 14.5%
High 38.11 45.05 41.90 49.49
Low 25,02 24.50 23.84 30.10 30.30
Market capitalization at period end et

in billion euros Gl 6.52 522 4.66 4.99 5.19 5.25
Number of shares at period end 143,387,025 143,387,025 141,792,730 134,715,873 134,715,873 134,715,873
Average daily volume of transactions o 949,225 797,844 760,143 578,980 514,485 561,436

p———

Michelin's share performance in the first 6 months of 2004

After a long period starting in 2001 marked by resistance vis-&-vis the CAC 40 index and the
main sector indices, the first half 2004 was marked by an increase in the share price
approximately 20% above the CAC 40 average.

The Michelin share, thus, posted a 25% increase between January 2 and June 30, in an acti-
ve market, with daily transactions close to one million shares, up 11% on 2003. This very
good stock market performance reflects the positive view taken by end-investors of the rea-
dability of Michelin's strategy in light of achieved results, against a background of conti-
nuous raw material price increase and US dollar decline.
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The Shareholders’ Advisory Committee met twice in the
first half

The Shareholders’ Consultative Committee met on March 23. to make further recommen-
dations on tuning Michelin's financial communication to individual shareholder expecta-
tions. In this work session, the Committee, advised by the legal Department as to the legal
framework, reviewed possible ways of rewarding individual shareholders who invest over
the long term.

The Committee also formulated three questions which were put on the occasion of debates
at the Shareholders’ Meeting: one on Michelin's expansion objectives in Asia; one on the
impact of environmental issues on product development and one on the role played by
Challenge Bibendum in stimulating the emergence of future forms of mobility.

Once again, the Annual General Meeting of
Michelin shareholders registered a record
attendance : more than 53% of the
Company's share capital was present or
represented at the meeting, a clear demons-
tration of their strong commitment to the
life of the Company.

Close to 1500 people of which 939 sharehol-
ders, including 317 employee shareholders
attended the Joint Shareholders Meeting on
May 14 at Clermont-Ferrand.
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The 13 draft resolutions put to their vote were approved with a large majority.

After the presentation of accounts, three presentations were made on separate themes,
designed for shareholders to gain a clearer insight into three activities: agricultural tires,
industrial plant empowering organizations and Group operations in Asia. In a separate
address, Mr. René Zingraff introduced Michelin's new baseline: " a better way forward ",

During the ensuing debate, Mr. Edouard Michelin answered Shareholders’ questions
concerning, among others, the double voting right, the dividend distribution policy in light
of the planned cancellation of the French "avoir fiscal” tax credit, PAX Systen, "Michelin
On Way" and Group development priorities in the areas of products and worldwide mar-
kets.

Michelin’s focus on investors relations, in particular concerning financial information and
corporate governance was recognized with two awards:

- Michelin’s revamped “Finance” section of the website, with a new presentation. received
Boursoscan-SFAF bronze medal for its Grand Prix awarded in partnership with TLB.

Moreover, the reactivity of Michelin’s Investor and Individual Shareholders Relations
Department was honored on the occasion part of the first Grands Prix du Gouvernement
d'Entreprise organized by the French economic newspaper AGEFI. The second prize in the
‘Special AFG’s award’ is in recognition of a key feature of corporate democracy:
several weeks in advance of the General Meeting, all shareholders receive a copy of the full
report as well as the notice of meeting and a voting form.

Finally, on January 20, 2600 shareholders attended the meeting held at Carrousel du
Louvre (Paris). This very productive two-hour session, enabled Mr. Edouard Michelin and
Group Executive Council members to share views with the Group's Ile-de-France based
shareholders.

A further two rneetings, organized jointly with the Magazine INVESTIR in Bordeaux on
December 1. 2004 and with CLIFF in Strasbourg on 16 December, will enable senior mana-
gers from three large CAC 40 companies including Michelin to present their firms and
share with participants.

“Cliff: French investor relations officers association”
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Legal structure

SCA Compagnie Générale des Etablissements Michelin (CGEM)
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Corporate Governance

For 140 years now, Compagnie Générale des Etablissements Michelin, the Group's parent
company, has been a Partnership limited by Shares. This structure fully complies with the
requirements of corporate governance because it favors the deployment of long-term stra-
tegies by a stable, committed management team monitored by an independent Supervisory
Board.

Furthermore, the fact that the Company only issues registered shares enables it to maintain
a close, direct relationship with each of its shareholders.

The Partnership limited by Shares
comprises two categories of partners.

Limited partners (shareholders)

The shareholders are liable for the Company's debt only to the extent of their capital contri-
butions. They hold registered shares only. so the shares do not have to be blocked before the
Annual Shareholders Meeting.

As part of their powers in General Meetings, the shareholders :
* Approve the accounts presented by the Managing Partners and the allocation of income ;
» Appoint :

- the Managing Partners, subject to unanimous approval by the General Partners ,

- the members of the Supervisory Board, selected from among the shareholders in order
to represent them,

- the Statutory Auditors.
» Approve any amendments to the Company's By-Laws.

The deliberations of the Annual Shareholders Meeting are also an opportunity for direct
exchanges between Michelin and its shareholders.
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General Partners

The General Partners are jointly and severally liable for the full amount of Michelin's busi-
ness debt, should the Company fail.

They may only relinquish their duties and responsibilities as General Partners subject to the
approval by the Shareholders in Extraordinary Shareholders Meeting.

They may also be shareholders, but if so, they do not take part in the vote for the appoint-
ment of the Supervisory Board members.

A clear-cut separation between the managerial and audit functions.

A stable management team committed over the long term

Michelin is run by one or more Managing Partners {currently Mr Edouard Michelin and Mr
René Zingraff) who must be individuals and General Partners of the Company:.

The Managing Partners run the Company and report on their management activity to the
Supervisory Board and to the Annual Sharehcolders Meeting. They also draw up the finan-
cial staternents for the business year and propose income allocation.

The Managing Partners’ joint and several liability is the best guarantee for shareholders that
Michelin will be managed in their best interests in the medium and long term.

This type of corporate structure also reinforces the management’s drive to avoid undue risk.

As consideration for their responsibilities and in their capacity as General Partners, the
Managing Partners are jointly entitled to a statutory share of Company profits of the finan-
cial year, as submitted to the Annual Shareholders Meeting for approval as part of their deli-
beration concerning the allocation of income. Since they do not receive any salary or non-
cash benefits, the Managing Partners have the same interests as the shareholders in that
they are not entitled to any earnings if the Company fails to post a profit.

The Managing Partners are assisted by the Group Executive Council (CEG) which meets
every month and comprises ten members selected among the heads of the Group Services,
the Product Lines, the Technology Center and the Geographical Zones.

An independent Supervisory Board

The Supervisory Board is responsible for ongoing supervision of the Company's manage-
ment on behalf of the shareholders. It verifies the fairness of the financial statements and
assesses management decisions. At the Annual Shareholders Meeting, it gives an opinion
concerning the proposals by the Managing Partners to the shareholders, particularly regar-
ding allocation of income.

Its members are elected by the shareholders and must be shareholders themselves. It draws
up the Supervisory Board's Report on its work which it presents at the Annual Shareholders
Meeting. Furthermore, the Chairman of the Supervisory Board reports to the Annual
Shareholders Meeting on the Board's preliminary work and on the internal audit procedures
set up by the Company.

The Supervisory Board currently comprises 6 members, 4 of whom are independent within
the meaning of the French Report on Corporate Governance, i.e. " they are not bound by
any ties whatsoever to the Company, the Group or its management, in a way that might
alter their free judgement ™.

Practically, the Supervisory Board independence is guaranteed as follows :

* Managing Partners cannot be members of the Supervisory Board or take part in the elec-
tion of its members ;
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+ Compagnie Générale des Etablissements Michelin (CGEM) cannot own any interests in
non-Group companies in which Board members are directors or managers ;

* Neither the Managing Partners nor Michelin group managers can be involved in the gover-
ning bodies of such companies :

* The Supervisory Board must review and monitor all Group operations, earnings and pros-
pects.

The Statutory Auditors

The Statutory Auditors are appointed by the Annual Shareholders Meeting for 6 years and
may be dismissed by the Meeting. They verify the fairness of the financial statements and
conduct other reviews pursuant to legal obligations.

More detajled information can be found in Michelin's 2003 Annual Report, and Reference

Document (Document de référence’). Both documents can be accessed on our website, at
www.rnichelin.com.

General Partners

Michelin 2004 financial agenda

» Edouard Michelin e Net sales
» René Zingraff at September 30, 2004 . ... .. . October 25. 2004
Managing Partners e Individual shareholders
Société Auxiliaire de Gestion S.A.GES. meeting in Bordeaux ... .. December 1, 2004
s Edouard Michelin
=« René Zingraff e [ndividuel shareholders

meeting in Strasbourg. . .. ... December 16, 2004
Supervisory Board 02004 Netsales ... ... February 2005

Chairman

= Eric Bourdais de Charbonniére ¢ 2004 Consolidated earnings ... .. March 1, 2005

Members

= Francois Grappotte These dates are provisional
s Pierre Michelin

= Benoit Potier

a Grégoire Puiseux

sEdouard de Royere

Group Executive Council
s Michel Caron

« Thierry Coudurier
«Hervé Coyco

« Jean-Marc Frangois

» Jim Micali

» Didier Miraton

aJean Moreau

s Michel Rollier

a Christian Tschann

s Bernard Vasdeboncoeur

More detailed information can be found in
Michelin's 2003 Annual Report, and Reference
Document (Document de référence’).

Both documents can be accessed on our website,
at v tichelincom .
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First half 2004 Highlights

Business strategy - Acquisitions - Partnerships

Michelin Apolio Tyres Pvt Ltd shares business plans

on April, 20 Michelin Apollo Tyres Pvt Ltd, the new joint venture company set up between
Michelin Group and Apollo Tyres Ltd. unveiled its new truck and bus radial tyre offer for
the Indian market.

Michelin and pt Gajah Tunggal tbk sign business co-operation
agreements

On May 12, 2004, Michelin & PT Gajah Tunggal Tbk (GT) have signed business co-operation
agreements focusing on the manufacture of passenger car tires and distribution activities in
Indonesia.

Under the manufacturing part of the agreement, GT will produce a selected range of
Michelin Group’s brands of car tires (excluding the Michelin brand), including high speed
rated tires, for various markets served by Michelin. In this context, Michelin and GT have
announced that Michelin simultaneously acquired 10% of GT's share capital. GT expects
this co-operation to strengthen its manufacturing base.

Under the distribution agreement, GT will distribute in Indonesia, through its extensive
network, a selected range of Michelin Group’s passenger car and light truck tires, including
Michelin and BFGoodrich brands, for the replacement market. This agreement will enhan-
ce GT's and Michelin’s distribution and market positions in Indonesia.

Gajah Tunggal (GT) was founded in 1951 and is the largest tire manufacturer in South-East
Asia. GT is recognized for its tires of high standing international quality, having produced
off-take for a number of international tire companies. GT is also recognized as a South-East
Asian pioneer tire brand exported in more than 80 countries throughout the Middle-East,
North America, Europe and Australia.

Winding up of the trier steel cord production facility

The decision to wind up steel cord production at the Trier plant Germany by end 2005 has
been announced to site personnel on Tuesday March, 30. The production wind up
concerns 137 employees and bead wire production is expected to continue.

Negotiations have started with industrial partners and every step will be taken to propose
new jobs to most of the people concerned.

Hungary: the Nyiregyhaza site is due to produce Passenger-
car/Light truck tires
To cater to growing demand in Central Europe, the Hungarian site of Nyiregyhaza will pro-

duce Michelin Passenger-car/Light truck tires, which so far had only manufactured agri-
cultural tires.

Following initial adjustment of production plant in the second year-half 2004. the plant
should begin manufacture from mid 2005.
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Russia: inauguration of the Davydovo plant

On July 7, 2004, Edouard Michelin inaugurated the Davydovo plant. This
site produces Michelin branded passenger car tires to serve the booming
Russian market. Russia's yearly passenger car / light truck replacement
market represents 25 million tires. Michelin's aim is to manufacture 2 mil-
lion tires per year initially.

Brazil: Michelin ramps up truck tire production capacity

In June 2004, over the next 2 years, the group announced its intention to invest some US$
98 million to build capacity in its two industrial sites in the state of Rio de Janeiroc. The ope-
ration will lead to the creation of more than 160 direct jobs and 800 indirect ones.

The investments, which concern the Campo Grande truck tive plant and the Itatiaia metal
cord plant, will raise existing capacity by 40%.

Today, Michelin is Brazil's Nol radial truck tire manufacturer. By raising production capa-
city, Michelin intends meeting increasing demand for its products and its share of the
replacement and OE market, reducing imports and, as the case may be, exporting excess
production to other countries.

Yellow roadway expands Michelin's role from tires to retreads
and service

Yellow Corporation acquired Roadway Corporation in December 2003.

Yellow Roadway Corporation has significantly expanded its existing relationship with
Michelin for new tires, retreads, and service for the Yellow and Roadway fleets. Michelin
expects Yellow Roadway to become one of its largest North American tire and retread cus-
tormers. Michelin will supply well over haif of the tires and retreads required to support the
450,000 consolidated wheel positions for Yellow Roadway.

Effective August 1, 2004, Michelin Americas Truck Tires (MATT) and Michelin Retread
Technologies (MRT) will expand their business relationship with the Yellow Roadway com-
panies, including Yellow Transportation and Roadway Express. National fleets and owner
operators alike consistently choose Michelin for the highest quality truck tires on the road.
And only Michelin Retread Technologies (MRT) offers proprietary Michelin compounds
and tread designs for the best performing retreads available. Michelin's nationwide net-
work of MRT franchisees will supply retreads and service for the new contract.
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Mobility - Assistance

Honda and Nissan choose Michelin® PAX System™

Michelin® PAX System™ continues to gain ground in North America and Europe.

At the Detroit Show, Michelin announced that it will provide PAX System to Honda for a
new model later this year.

Michelin also announced today that Nissan will introduce a vehicle later this year with a
Michelin PAX System option for the 2005 year model. Michelin is ramping up production
and establishing aftermarket service plans to support the growing demand for PAX System
in North America. PAX System tires for Honda and Nissan will be produced by Michelin in
one of its Columbia, S.C., facilities.

The fitments for Nissan and Honda vehicles in North America are the latest to be added
by Michelin as adoption of PAX System by automakers around the world continues to grow.
At the 2003 NAIAS, the first North American fitment for PAX System was introduced on
Rolls Royce Phantom. PAX Systern has significant penetration in Europe including Renault
Scenic, Audi A8 and A6 and Bugatti Veyron.

Michelin PAX System to equip the new
Audi A6

At the 2004 Geneva Auto Show, Audi moved one step further
in integrating PAX System into its large sedans. After Audi A8
in 2002 and Audi A6 in 2003, the new Audi A6 becomes the
third Audi to adopt Michelin PAX System.

This choice confirms the carmaker's confidence in this major
innovation. PAX System brings drivers the combined benefit
of enhanced tire performance and highest safety levels in the
event of pressure loss. The new tire's excellent road holding,
world class comfort and extra low rolling resistance are so
many benefits making it a solution particularly suited to the new Audi A6's sporty charac-
teristics. Moreover, this tire is unseatable and the run-flat support ring is designed to pro-
vide a minimum 200 km at 80km/h driving autonomy at zero pressure,

Audi and Michelin teams jointly developed a new wheel specially designed for PAX Systern
to match the car’s sporty style.

The PAX Systern option will be available in the third quarter of 2004 throughout Europe,
in summer and winter versions.
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Michelin and Toyo Tire and Rubber Co.,Ltd. sign
an agreement to promote PAX System

On May 3rd, Michelin and Toyo Tire & Rubber Co.,Lid. have signed a
licensing agreement that will give Toyo the opportunity to manufacture
and sell PAX System.

This agreement highlights Toyo's recognition of the quality of PAX
System technology and its potential as the new standard of the tire indus-
try. Thanks to its presence in Japan, Toyo will actively contribute to the
adoption of the new standard by Japanese carmakers, two of whom have
already announced PAX System fitments for 2004. Toyo also agreed to adapt its distribution
and after-sales service infrastructure for PAX System.

Toyo becomes the fifth tire manufacturer o adopt PAX System after Michelin, Pirelli,
Goodyear and Surnitormo Rubber Industries.

Communication

Michelin Launches its New Corporate Baseline

On May 14, Michelin launched its new corporate baseline, “Michelin, a better way for-
ward.” Unveiled at the Annual Shareholders’ Meeting, the baseline reaffirms the compa-
ny's mission of “contributing to sustainable mobility of goods and people by making trans-
portation safer and easier, as well as more efficient and enjoyable.”

The new baseline underscores Michelin's daily commitment of improving mobility, reflec-
ted in its innovative produets and services such as Michelin PAX System, Michelin Energy,
Michelin NZG, the truck tire anti-splash deflector and Michelin OnWay, all of which deli-
ver improved safety, convenience and performance.

The new baseline also highlights Michelin's corporate citizenship commitment, dermons-
wrated in the Group’s signing of the European Road Safety Charter and the creation of
Challenge Bibendum, the first international event dedicated to clean vehicles. This year,
the sixth Challenge Bibendum will be hosted by Shanghai in October.

The "Michelin, a better way forward” baseline will be adapted to local languages and gra-
dually deployed in beginning June 2004.
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Innovation

Michelin North America invests in international center for
automotive research

Michelin North America. Inc. announced that it will become a partner in the Clemson
University Internationat Center for Automotive Research (5.C.), funding an endowed pro-
fessorship and associated laboratory. Michelin also plans to use the center for some of its
future automotive research. Michelin North America will invest $3 million over five years
to endow a professorship in Vehicle Electronic Systems Integration and, along with the
center, is raising state and other matching funds to increase the total endowment.

The endowed chair will accelerate the development of state-of-the-art electronics and intel-
ligent tire systems for automobiles and trucks.

Products

Michelin and Volvo Group Sign a European Truck Tire Supply
Agreement
In December 2003, Michelin signed a three-year agreement to supply Volvo Group with truck

tires as original equipment on Renault and Volvo trucks assembled in Europe. The agree-
ment confirms Michelin's position as a major supplier of tires to the Volvo Group in Europe.

Michelin Group announces higher prices for its passenger car
and light truck tires in Europe, in North America & other
parts of the world

Michelin is raising the prices of its passenger car and light truck tires due to the sharp increa-

se in raw material prices. The new prices will be applied across all brands between April 1 and
July 1, 2004,

The prices will increase by an average of 3.5%. However, the amount of the adjustment will
vary according to the country and tire type and may be as much as 5%.

The higher prices also reflect the advanced technology and enhanced performance offered by
Michelin Group to each of its customers, while adhering to sound environmental principles.

New truck and bus radial tire launch for the indian market

Michelin Apollo Tyres Pvt. Ltd, the new joint venture company set up by Michelin Group
and Apollo Tyres Ltd, unveiled its new truck and bus radial tire offer for the Indian market.
The new truck and bus tires, based on Michelin's leading technology, will be distributed
through Apollo’s large dealer network. The truck tires are specific to the Indian market and
their sidewalls will feature both the Michelin and Apollo trademarks.

The new truck tires will initially be imported, and then produced at a new manufacturing
facility in India. This factory is expected to be operational from the second half of 2005.
Given the increasing rate of road infrastructure development in the Subcontinent, this new
truck and bus radial tire offer is expected to accelerate the growth of the radial truck tire
market in India.

A betrer way forward
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x 0" 2 New XOne Tire: recognized for its innovative featrues
: as confirmed by market success
First launched in 2001 in North America and in 2003 in Europe, the XOne tire makes head
way and is poised to change the urban truck and vehicle market. Its key benefits in terms
of fuel savings (up to 5%), load reductions {up to 800 lbs} and footprint (urban bus inno-
vation) were recognized in 2004 by the transport industry through a number of awards :

* In North America, SAE (Society of Automotive Engineers), known for its reputation and
professional standing gave XOne its “SAE Environmental Excellence in Transportation
Award”.

This award is designed to highlight a major contribution for the environment by a very
innovative product, which has already proven its worth on the market at an industrial
scale.

+ In Europe, the truck builder MAN gave XOne its “Trucknology Supplier 2003” award
on the occasion of launch of its new TGA range.This prize recompenses Michelin's long-
rerm commitment, dynamism and ability to innovate. In June 2004, VOS Logistics. a large
European transport firm, order more than 115 TGA tractors fitted with XOne.

Michelin RemiX : a new lease of life

In May 2004, Michelin played host to a group of European journalists in its German plant of
Hombourg to introduce to them Michelin RemiX products and industrial retread processe.

Based on its state-of-the-art carcass technology, from design to industrial renovation,
Michelin is the only manufacturer to offer its transport industry customers a double lease
of life for their truck tire investment with performance matching that of new tires.

Le rechapage Michelin RemiX bénéficie des derniéres innovations de sculptures, de maté-
riaux et de procédés du pneu neuf.

Associé au recreusage pratiqué par des professionnels, il apporte économie d'usure et de
carburant, sécurité et confort, et contribue directement a la protection de 'environnement.

Kleber Protectis launched in Germany, Switzerland and Austria

German, Swiss and Austrian drivers no longer have to worry about punctures, whatever
the season or weather conditions. Kleber is taking advantage of the launch of its Protectis
range in these countries to adapt the anti-puncture concept to a summer and winter tire
offering, the Protectis and Krisalp HP Protectis ranges. Launched on Ist june, they were
presented to the press and distributors in the “Protectis Tour”, a roadshow visiting 19 cities.
This provides a great opportunity for our customers to test the tires in real conditions, hear
about our new products and share their requirements and expectations with us.

Michelin presents the first 100% Supermotard tire

What with the creation of a world championship in 2002, the professionalization of the dis-
cipline and the growing involvement of the manufacturers. Super Motard racing is booming.
Given its high profile in racing, Michelin felt drawn to support and encourage this growth.
Based on extensive research and development with specialists, Michelin delivered the first
tire specifically developed for competition: Michelin Supermotard. For use on tracks only,
not on roads, the tire is designed to meet the vast majority of usage conditions without
having to be regrooved. It is now available world-wide.
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MICHELIN PRO GRIP - The best of Racing technology
available in a limited edition from September

Next September, Michelin will be offering sports cycling enthusiasts the Michelin Pro Crip,
the racing solution for damp conditions and wet surfaces. This special series will be sold
in a limited edition.

Michelin Pro Grip has already proved its value among professionals who praised its per-
formance in the Spring 2004 races. Indeed, this tire solution has opened up new perspec-
tives in terms of racing strategies in the pack:

Due to its soft rubber compound developed from GP and Formula | wet-weather tires,
Michelin Pro Grip offers exceptional grip: 60% better than Michelin Pro Race and guaran-
tees total control of your trajectory when cornering on wet surfaces and unprecedented
banking capability. It also ensures genuine safety in the event of emergency braking.

New Michelin Pilot Exalto granted
the "“highly recommended” rating
by ADAC

The new Michelin Pilot Exalto tire presented in
March at the Geneva Motor Show is the latest addi-
tion to the Michelin high performance range. It is
intended for sports and leisure vehicles. It provides !
optimum performance on wet and dry roads toge-
ther with unsurpassed per-kilometre longevity for
its category. It has been the standard fitment for
Renault Clio RS since December 2003 and has been
available on the replacement tire market since
April.

The new Michelin Pilot Exalto was tested against
14 competing tires by ADAC, the largest indepen-
dent automobile club in Germany, rating it "Highly
recommended”. It was deemed to be the best tire
on dry roads, with excellent performance on wet
roads too.

Michelin ranks highest in JD Power’s Asia Pacific 2004 Japan
Winter Tire Customer Satisfaction Index

according to JID Power, Michelin ranks highest in customer satisfaction with winter tires in
Japan. The study was based on responses from 1,130 customers who purchased a new pas-
senger vehicle between January 2001 and June 2003 and own winter tires. Respondents
have driven their winter tires an average of 7,226 km prior to being surveyed. Michelin
received the highest ratings from owners in all 5 factors driving customer satisfaction: tire
performance on snowy/icy road conditions, tire performance on normal road conditions,
tire durability. tire appearance and tire contribution to fuel savings.
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Michelin equips Virgin Atlantic Aircraft with Concorde
Technology

Michelin Aircraft Tyre is providing NZG radial technology tires for the latest Airbus A340-
600 aircraft operated by Virgin Atlantic Airways. This deal is patt of a five-year exclusive
contract to equip Virgin's Atlantic fleet comprising Boeing B747-400, Airbus A340-300 and
A340-600 aircraft with Michelin tires.

The contract is a continuation of the long-standing relationship between Michelin and
Virgin Atlantic. Prior to equipping their first Airbus A340-600 aircraft with NZG tires, Virgin
Atlantic worked alongside Michelin to ensure that NZG radial tires received Airbus appro-
val as rapidly as possible.

Michelin NZG radial technology tires gained recognition for their advanced safety features,
which helped Concorde to fly again. They have been chosen to equip the Airbus 340-600
as they fulfil the aircraft manufacturer’s requirements in terms of weight. performance and

damage resistance.

.

/ Michelin innovates with a new "Regional” map concept
for France
The "Regional” maps complete Michelin's offering of a new generation of road maps
for France launched in 2002. To meet motorists’ multiple expectations and guarantee

an enjoyable travel experience, the Michelin France map collection includes four inno-
vative ranges: National, Local, Zoom and, since April 1st 2004, Regional.

Finance

Financial rating (confirmed June 2004)

Moody's confirms its long-term and short-term ratings of Baa2 & P-2 and Baal & P-2 for
CGEM and CFM respectively

Standard & Poor's confirms its BBB+/A/2 ratings for CGEM with a negative outlook.

Change in sales reporting policy (April 2004)

In light of the competitive environment, Michelin has decided to adopt a new presentation
for its sales reporting. The Group believes that it is in the best interests of its shareholders
to be consistent with industry-wide reporting standards.

Accordingly starting with Q1, Group sales variations compared to the market will be
expressed in qualitative terms as follows:

Assumption of Michelin's New presentation
sales volumes performance
vs market
A>25% + + M .
= arket share gain
05%< A <25% + &

0.5%< A <0.5% In line with market
R0, HEC N
Z'Sfi _AZ Z;j'bb — Market share loss
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Michelin and its personnel

Mid-term Job Management

In France, Michelin recruited 1084 people i1 2003, including more than 700 managers, col-
laborators, technicians and supervisors and 350 production workers. These recruitments
reflect the Company's need to make up for retirements in the next few years.

In June 2004, as part of MFPM's job management plan, the Company indicated that close
to 6000 staff would leave the Company before the end of 2006 as a result of retirement
leave, as part of an early retirement scheme or through staff turnover.

On account of this large outflow and of the need to renew its age pyramid, the Company
will maintain the recruitment momentum begun in 1998 and recruit around one thousand
new staff every year until 2006. Consequently. there will be a new reduction of 2,900 jobs
over the period 2004-2006.

On June 17. 2004 an agreement on a voluntary early retirement scheme PRP (Pré Retraite
Progressive) was concluded with staff representative bodies. Under the agreement, a request
for approval of the PRP scheme was lodged with the public authorities. This scheme will
allow the emplayees concerned (760 staff including 90 production and administrative wor-
kers to prepare for retirement through a gradual reduction of their working hours.
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Consolidated Statement of Income

(in EUR thousand)

In € thousands | lstlgalf 2004 1st half 2003 2003
OPERATING REVENUE 8,095,832 7,570,316 15,974,649
Net sales 7,820,980 7,348,220 15,369,820
Reversals of allowances 41153,631, 6,531 28,208
Other operating revenues 221,221 215,565 576,621
OPERATING EXPENSES (7,401,011);  (6,992,019) (14,831,577)
Purchases used in production & '2/618,909 2,324,806 5,372,669
Payroll costs 2,537,272 2,530,235 4,996,925
Other operating expenses - 1,681,471 1,589,841 3,360,310
Tax other than on income 113,928 120,801 244 355
Depreciation and amortization 401,017 408,288 818,526
Charges to allowances and provisions *48,414, 18,048 38,792
OPERATING INCOME 694,821 578,297 1,143,072
NET INTEREST EXPENSE " (103,853) (94,072) (224,887)

OPERATING INCOME i

it 484,

FROM ORDINARY ACTIVITIES ; 5?”’ ?6'? 84,225 918,185
NET NON-RECURRING INCOME AND EXPENSE (53,328) (178,613) 18,679
INCOME TAX b (194329) (120,096) (261,435)
NET INCOME OF FULLY-CONSOLIDATED ‘e ‘ 2=
COMPANIES 343310 185,516 675,429
INCOME (LOSSES) FROM COMPANIES .
ACCOUNTED FOR BY THE EQUITY METHOD 776 (4.907) (8,750)
AMORTIZATION OF GOODWILL {15:146) (15,106) (337,817)

NET INCOME BEFORE MINORITY NIRRT Y

328,940 165,503 328,862

INTERESTS gt ’ !

Net income 157,526 317,532

Minority interests 7,877 11,330
Basic earnings per share (in euros) 222 111 223
Diluted earnings per share (in euros) 1.11 2.23
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Consolidated Statement of Cash flow for the I half 2004

Michelin Group - in £ thousand ~ 1st half 2004+ 2003 1st half 2003
| CASH FLOW FROM OPERATING ACTIVITIES: ., LA
- Net incomé before minority interests 328,940% 328,862 165,503
Adjustments to reconcile net income before minority
interests to net cash provided by operating activities:
- Depreciation and amortization 418,632 1,162,520 425,042
- Allowances, provisions and deferred tax 15,714 (87,145) 145,728
- Net gains on disposals of assets 100117 8,371 3,303
- Other ©4(7:266) (5,240) (1,204)
Cash flow .766,137 1,407,368 738,372
- Change in inventories (261,076) (43,059) (309,697)
- Change in receivables (192,725) 14,081 (37,670)
- Change in payables (13,244) 44,420 (43,202)
- Other changes in working capital 201,049 119,342 177,612
Net change in working capital (265,996) 134,784 (212,957)
Net cash provided by operating activities 500,141 1,542,152 525,415
| CASH FLOW FROM INVESTING ACTIVITIES
- Additions to property, plant and equxpment i (435’793) (1,117,798) (401,265)
and intangible assets X
- Additions to investments {100,067, (305,199) (348,633)
Total " (535,860) (1,422,997) (748,898)
Cwme s e
- Proceeds from disposals of investrments 35,322 76,333 51,385
Total "84,738 176,919 81,195
Net investment for the period (451 122)_ (1,246,078) (668,703)
Impact of changes in Group structure (12 334) 14,884 34
Net change in working capital (59,361): (11,469) (51,519)
Net cash (used) by investing activities -+ (522,817) (1,242,663) (720,188)
"CASH FLOW FROM FINANCING ACTIVTIES Forra
Employee Share Ownershlp Plan 0 20,739 20,488
Expenses related to the stock-for-stock offer o (645) 0
- Dividends paid to parent company shareholders (1 33,3121 (130,692) (130,692)
- Other dividends paid : (47,870) (49,669) (46,079)
Total (181,182) (160,267) (156,283)
Change in long and short-term debt (184;293) 513,936 293,253
(16;798) (46,811) (59,767)
Net cash (used) provided by financing activities " (382,273) 306,858 77,203
Effect of exchange rate changes on cash L
and cash equivalents 21'683j (41,759) (32,494)
Change in cash and cash equivalents (383 266)" 564,588  (150,064)
Cash and cash equivalents at beginning
of period 1 773 656 1,209,068 1,209,068
Cash and cash equivalents at the period-end l,390,390é 1,773,656 1,059,004
including - Cash 1,122,880 1,234,168 673,934
- Cash equivalents 267,510 539,488 385,070
MICHELIM
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NOTE TO CONSOLIDATED INTERIM
ACCOUNTS TO JUNE 30, 2004

CONSOLIDATION PRINCIPLES

The consolidated accounts for the first half 2004 have been prepared in accordance with
the generally accepted accounting regulations applicable in France. The rules and methods
applied to draw up consolidated accounts comply with standard 99-02 of Comité de la
Réglementation Comptable.

ACCOUNTING PRINCIPLES AND MEASUREMENT METHOD

The interim consolidated accounts for the period ended June 30, 2004 are prepared and
presented in accordance with the generally accepted principles and with due regard to the
principle of prudence, separation of accounting periods and going concern. When requi-
red, expenses are arbitrarily booked in monthly installments for those on an annual natu-
re and using estimates when it is deemed necessary.

CHANGE IN THE SCOPE OF CONSOLIDATED COMPANIES VERSUS
THE FIRST HALF 2003

First half 2003 accounts do not include the Viborg Group, which was first consolidated in
the accounts to December 31, 2003.

The change in scope does not have a significant impact on comparability of half-year finan-
cial statements.

ACQUISITIONS OF MINORITY INTERESTS

INDIA:

In March 2004 the partnership agreement signed in November 2003 by Michelin and
Apollo Tyres Ltd gave rise to the following:

- acquisition by Michelin of 14.9% of the company’s capital,

- settting up of the Michelin Apollo Tyres Private Ltd joint venture 51% held by Michelin
and 49% held by Apollo Tyres Ltd. This company will manufacture and sell truck and bus
tires. It will also market and sell all types of tires.

INDONESIA:

In May 2004, Michelin and PT Gajah Tunggal Tbk (GT) concluded a double trading part-
nership agreement involving manufacture and distribution of tires in Indonesia.

Under the industrial side of the agreement. GT will produce a range passenger car tires for

different markets where Michelin Group operates.

Under the distribution side of the agreement, GT will distribute in Indonesia passenger car
and light truck tires, and in particular Michelin and BFGoodrich branded tires, for the
replacement market.

Michelin acquired 10% of GT's capital.

2
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CHANGE INTREASURY STOCK

During the first half 2004, 114,664 Compagnie Générale des Etablissements Michelin stocks
were cancelled.

STOCK OPTION PLANS

The status of stock option plans at June 30, 2004 is as follows:

Date Number of options S;(ii;d(%ﬁ
Allocation | exercise expiry allocated called cancelled | balance
May 2002 | May 2006 | May 2011 716 600 0 13 000 703 600 44.00
May 2003 | May 2007 | May 2012 243 000 0 3000 240 000 32.25
Nov. 2003 | Nov. 2007 | Nov. 2012 226 200 0 1 200 225 000 34.00
May 2004 | May 2008 | May 2013 179 900 0 0 179 900 40.00
TOTAL 1 365 700 0 17 200 1 348 500

SECURITIZATION PROGRAM

At June 30, 2004, the total amount of securitized receivables amounts o EUR 690 million.

The special purpose vehicles which have been set up for the purpose of the securitization
program are consolidated. Trade receivables, corresponding financings and associated risks
are therefore booked in the Group's balance sheet.

NET NON-RECURRING INCOME AND EXPENSE
Net non-recurring income and expense is a EUR 53 million loss. It includes in particular
the estimated cost of the following measures:

In EUR million
- France’s progressive pre-retirement Convention U P 21

- Wind up of Trier steel cord production ....... : C e 10
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SEGMENT INFORMATION (In EUR thousand)

Business |Passenger car / Truck Other inter-segment
segments Light truck businesses | eliminations Total
30/06/2004
Net sales 3737 245 2077 272 2 472 096 - 465 633 7 820 980
Operating
income 389 546 290 232 15043 694 821
30/06/2003
Net sales 3633057 1903 523 2177 363 - 365723 7348 220
Operating
income 339 429 248 418 -9 549 578 297
31/12/2003
Net sales 7 456 824 3 968 507 4 853 336 - 914 847 15 369 820
Operating
income 664 002 521 490 -42 420 1143072

INCOME STATEMENT ANALYZED BY FUNCTION TO 30.06.2004,

30.06.2003 AND 31.12.2003 (In EUR thousand)

30.06.2004 | 30.06.2003 | 31.12.2003
Net sales 7 820 980 | 7 348 220 |15 369 820
Cost of sales 5302 265 5142345 | 10559026
Gross margin 2518715 | 2205875 | 4810794
Selling, general and administrative expenses 1 823 894 1627 578 3 667 722
Total operating expenses 7126158 6769923 | 14226 748
Operating income 694 821 5378297 | 1143072
Interest income and expense - 103 853 -94 072 - 224 887
Net Income from ordinary activities 590 968 484 225 918 185
Net non-recurring income and expense -53 329 - 178 613 18 679
Incomne tax - 194 329 - 120 096 - 261 435
Net Income of fully consolidated companies 343 310 185 516 675 429
Income/losses from companies accounted for by the equity 776 -4 907 -8750
Amortization of goodwill - 15 146 - 15 106 - 337 8i7
Net income before minority interest 328 940 165 503 328 862
Net income 318 853 157 526 317 532
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Contacts

Michelin

Place des Carmes-Déchaux
63040 Clermont-Ferrand cedex 9
FRANCE

Fabienne de Brébisson Telephone 33 (1) 45661072
Fax 33 (1) 4566 1553
e-mail Fabienne.de-brebisson@fr.michelin.com

ancial analysts

Eric Le Corre Telephone 33 (1) 45661004/ 33 (4) 733277 92
Fax 33 (1) 4566 1319/ 33 (4) 7332 27 16
e-mail Eric le-corre@fr. michelin.com

Investor-relations@fr.michelin.com

Jacques-Philippe Telephone 33 (4) 7332 1802/ 33 (1) 4566 11 07
Hollaender Fax 33 (4) 73322716/ 33 (1) 4566 1319
e-mail jacques-philippe.hollaender@fr.michelin.com

Investor-relations@fr.michelin.com

dual'shareholders

Jacques Thonier Telephone 33 (4) 73985900
Fax 33 (4) 73 98 59 04
N° Vert (80000 02 22
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